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THE ADMINISTRATION’S PROPOSED FISCAL 
YEAR 2005 BUDGET FOR VETERANS’ 
PROGRAMS 


TUESDAY, FEBRUARY 10, 2004 

U.S. Senate, 

Committee on Veterans’ Affairs, 

Washington, DC. 

The committee met, pursuant to notice, at 3 p.m., in room 418, 
Russell Senate Office Building, Hon. Arlen Specter (chairman of 
the committee) presiding. 

Present: Senators Specter, Campbell, Graham, Rockefeller, Jef- 
fords, Akaka, Murray, and Nelson. 

OPENING STATEMENT OF HON. ARLEN SPECTER, 

U.S. SENATOR FROM PENNSYLVANIA 

Chairman Specter. Good morning, ladies and gentlemen. The 
Veterans’ Affairs Committee will now proceed. We have a very dis- 
tinguished panel of witnesses before us at the moment. My full 
statement will be admitted to the record, without objection. 

[The prepared statement of Chairman Specter follows:] 

Prepared Statement of Arlen Specter, U.S. Senator from Pennsylvania 

Good afternoon, ladies and gentlemen. And good afternoon to you, Secretary 
Principi. It is a pleasure to welcome you — and the veterans service organizations, 
who are scheduled to testify after you — to this hearing. 

The subject of today’s hearing is the Administration’s proposed VA budget for fis- 
cal year 2005. We will hear testimony from Secretary Principi and the senior VA 
officials who have accompanied him here today. And we will hear from the service 
organizations who will voice the separate views of each organization, if they so 
choose, and who — except for The American Legion — will also speak as advocates for 
the “Independent Budget.” It is my hope that, armed with this testimony, the Com- 
mittee will be in a position to render its collective judgment on a number of weighty 
policy questions. Among them are these: 

• What precisely is VA asking for this year in terms of added appropriations to 
provide medical care benefits to currently-enrolled veterans? 

• Will this amount be sufficient to get VA through the year — even assuming that 
VA continues to bar new enrollments of so-called “Priority 8” veterans? Or will VA 
need more, just to maintain current levels of services? 

• What precisely will VA need in terms of added funding if, for example, the Con- 
gress declines to enact certain “policy proposals” requested by VA? 

• And finally, what would it take for VA to be able to reopen enrollments to “Pri- 
ority 8” veterans? That is a prospect that I, for one, have not given up on. 

These are critical questions, questions that we raise this year at a critical time 
while the Nation is at war. 

We mourn the deaths of every service member who has fallen in Iraq and Afghan- 
istan, and we assure the families of these brave men and women that their sac- 
rifice — the ultimate sacrifice — will not be forgotten. But while we mourn those who 
have fallen, we are also mindful of the fact that we have been relatively fortunate. 
One year ago, we were prepared for the possibility that hundreds — even thousands 
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or tens-of-thousands — might fall, particularly as our troops approached Baghdad. 
That did not happen; we are, of course, fortunate that it did not. 

But now we face a very difficult situation in Iraq. While our troops were greeted 
with enthusiasm initially — how can any of us ever forget the scene in Baghdad 
when the t3Tant’s statue was pulled down by the Iraqis . . . with some small assist- 
ance from United States troops — they now face a very troubling situation. They are 
viewed by at least some elements of the Iraqi population as enemy occupiers, and 
they face the threat of enemy small arms fire, and terrorist bombings, daily. Our 
men and women will overcome these obstacles to peace and stability in Iraq — but 
not without a price. The Nation — and VA — must be prepared to bind up the bodily 
and emotional wounds that will ensue as our troops fully stabilize Iraq. After we 
have done that, the Nation — and VA — must be prepared to offer the readjustment 
benefits that these veterans will have earned. For we cannot have and we will not 
have — another generation of veterans, like Vietnam veterans, who were asked to 
fend for themselves after their return from the battlefield. 

I am concerned that this proposed budget may not suffice to meet these require- 
ments. Rather, it seems barely adequate — if it is adequate at all — to meet the exist- 
ing challenges that face VA. It will be my mission here to find out whether this 
budget proposal is, at minimum, adequate. And if — as I expect — it is not adequate, 
it will be my mission to find out what it will take for VA to maintain current serv- 
ices; what it will take to care for and provide services to the new young veterans 
who will return from Iraq this year; what it will take to work through, and elimi- 
nate, clinical appointment waiting times; and what it will take to reopen the VA 
healthcare system to so-called “low-priority” veterans. That is the budget number 
I want to identify and secure for VA. 

I know that the Secretary shares these goals. He surely is not a man who will 
fail to meet the needs of the brave new veterans who are earning their benefits in 
Iraq today. And he is not a man who will fail to meet the needs of veterans who 
have earned their benefits in prior wars. He has proved that to me repeatedly — 
most recently, on the Saturday that just passed when he visited with veterans in 
Oil City, PA and Warren, PA. I think few Cabinet Members would have made such 
a trip on the weekend through blizzard conditions. But I dare say that Secretary 
Anthony J. Principi is not like most Cabinet Members. He is, in this Chairman’s 
opinion, the most extraordinary man ever to serve as Secretary of Veterans’ Affairs. 
So I will not be critical of him. I will just seek to learn what VA will need to accom- 
plish the goals that he and I — and the President — share. 

Mr. Secretary, I look forward to your testimony. And I look forward to continuing 
to work with you in service to the Nation’s veterans. 

Chairman Specter. I want to begin by recognizing our distin- 
guished Secretary of Veterans Affairs, Anthony Principi, with spe- 
cial appreciation for his coming to Pennsylvania last Saturday to 
announce the opening of veterans’ clinics in Will City, Pennsyl- 
vania, and Warren, Pennsylvania. It was a rare occurrence for a 
cabinet officer to visit a city of that size, those sizes. We are very 
grateful to the Secretary. The people of Pennsylvania, more impor- 
tantly, were very grateful and I think it is a solid sign as to the 
dedication that the Secretary and the Department have to aiding 
the veterans of America. 

I have said on many occasions, but never too often, my deep com- 
mitment to the veterans arises from the first veteran I knew, who 
was my father, Harry Specter, who was a veteran of World War I, 
who was promised a bonus, did not get his bonus, and perhaps in 
this year’s appropriations bill we can deliver in a metaphorical 
sense on my father’s bonus. 

Senator Campbell, would you care to make an opening state- 
ment? 

Senator Campbell. No. I think with your permission I will just 
submit for the record, Mr. Chairman. I have to leave in about half 
an hour, so I would rather hear Secretary Principi, and welcome, 
Mr. Secretary. 

Chairman Specter. Thank you very much. Senator Campbell. 
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[The prepared statement of Senator Campbell follows:] 

Prepared Statement of Hon. Ben Nighthorse Campbell, U.S. Senator 

FROM Colorado 

Thank you, Mr. Chairman. I would like to welcome you, Mr. Secretary, and thank 
you for appearing before the committee today. I am looking forward to your testi- 
mony which will give us a better picture of how the Administration is going to ad- 
dress the serious issues facing the VA at this time. And, I also want to welcome 
the members of the VSO’s who are going to comment on the budget today. I will 
be listening carefully to your testimony as you represent the opinions of veterans 
throughout the nation. 

Though I notice that the fiscal year 2005 budget calls for a small increase in dis- 
cretionary health care funding for veterans, I continue to be concerned that we find 
a way to take care of what will be an increasing number of elderly veterans. I think 
we can all agree that one of our greatest national responsibilities is the welfare of 
our nation’s veterans. It is critical that we find a balanced way to make good on 
the promises to them. 

I am also encouraged that the budget includes monies for construction under the 
CARES (Capital Asset Realignment for Enhanced Services) initiative. I understand 
that incorporating change into a huge Federal entity is difficult. But, changing from 
institutional care to primary and community-based care has left the VA with vacant 
and under-utilized buildings. Deciding how to use these facilities is difficult and dis- 
posing of such assets is a complex process. But, operating hundreds of unneeded 
buildings can cost billions of dollars each year. I look forward to the draft report 
of the CARES Commission which I understand is expected sometime this week. 

Mr. Secretary, I appreciate your strong commitment to our veterans who have 
service-connected injuries and illnesses and have always admired you for stepping 
up to the plate to make the hard calls. However, the proposals to add co-pays and 
user fees for those not suffering from a military-related disability, will affect many 
veterans in my State of Colorado whose incomes are close to the cutoff for health 
care services. 

Speaking as a veteran, I believe we need to do all we can to serve those who have 
so honorably served us all. And, knowing that our soldiers are putting their lives 
on the line for us at this moment makes it even more important that we make vet- 
erans’ health care our No. 1 priority. 

I will be listening to the veterans who are meeting with me this month and I am 
looking forward to the testimony of the many veterans’ organizations that will be 
testifying at the joint hearings during the next few weeks. 

Mr. Secretary, again, I thank you for being here. I look forward to hearing details 
of the budget proposal and how you plan to address these issues within the pro- 
posed budget. I look forward to working with you and the VSO’s to make sure that 
our veterans receive the care they have been promised. 

I thank the chair. 

Chairman Specter. Then, Mr. Secretary, the floor is yours. 

STATEMENT OF HON. ANTHONY J. PRINCIPI, SECRETARY, U.S. 
DEPARTMENT OF VETERANS AFFAIRS; ACCOMPANIED BY 
ROBERT H. ROSWELL, M.D., UNDER SECRETARY FOR 
HEALTH; JOHN W. NICHOLSON, UNDER SECRETARY FOR ME- 
MORIAL AFFAIRS; WILLIAM H. CAMPBELL, ASSISTANT SEC- 
RETARY FOR MANAGEMENT; D. MARK CATLETT, PRINCIPAL 
DEPUTY ASSISTANT SECRETARY FOR MANAGEMENT; AND 
ROBERT EPLEY, ASSOCIATE DEPUTY UNDER SECRETARY OF 
BENEFITS FOR POLICY AND PROGRAM MANAGEMENT 

Secretary Principi. Thank you, Mr. Chairman, Senator Camp- 
bell, and members and staff of the committee. It is always a pleas- 
ure to be before you. It was a great, great pleasure and a privilege 
to be in Pennsylvania this past weekend and to be around so many 
heroes of World War II and Korea and Vietnam who were in the 
audience. 

Eight-hundred-thousand more veterans will receive VA medical 
care this year and next year if this bill is approved than in 2001, 
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the year I took office as Secretary of Veterans Affairs, and these 
veterans are the beneficiaries of a series of increased budgets re- 
quested by the President and made tangible through active and 
successful advocacy by the members of this committee and through- 
out this body, and I thank you for your support for the Department 
and the men and women we have the privilege to serve. 

As the first chart shows — please show that first chart — our 
health care budget with the enactment of the 2005 request have in- 
creased more than 40 percent, and on behalf of America’s veterans, 
I thank the members of the committee again for following through 
on your commitment to our nation’s citizen soldiers. 
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I believe that this is the golden age of VA health care, our qual- 
ity of care never before so good, veterans’ access to VA care never 
before this broad, and never before have we treated so many vet- 
erans at so many locations, and please show the second chart. 

Since 2000, 2 years of the previous administration, my prede- 
cessor, through 2005, we will have treated one more million vet- 
erans than we did in the year 2000. And since the year 2000, and 
again, our projections through the year 2005 will show that three 
million more veterans have enrolled in the VA health care system, 
unprecedented growth in the number of veterans who have come 
to us for care and who have enrolled in the VA health care system, 
a significant number who have not used the system but have en- 
rolled in the event that they may need to come to us. 




For 2005, our total health care budget authority would increase 
4.2 percent over 2004, and to be clear, that figure, that percentage, 
includes our capital construction as well as our collections. We 
have counted collections as part of the VA budget since 1998, when 
the Congress made the decision to allow those resources to remain 
in the VA health care system rather than going into the United 
States Treasury as miscellaneous receipts. I believe that we will be 
able to sustain the forward momentum we have achieved over the 
last 3 years. 



Medical Care 
Collection Fund 
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If the President’s request is endorsed by Congress, we will have 
the resources we need to meet our goal of scheduling non-urgent 
primary care for 93 percent of veterans within 30 days and 99 per- 
cent within 90 days. Our goal is to totally eliminate our waiting list 
within 90 days. 

If the 2005 budget is approved, we will be able to provide timely 
quality treatment to all the veterans we believe will come to us 
seeking health care this year and next, and we will continue to 
focus on the medical care needs of the men and women who were 
disabled in uniform, our service-connected disabled veterans. I be- 
lieve our highest priority needs to be for them. For the lower-in- 
come veterans, the poorest of the poor who have few other options 
for health care in this country, and those who need our specialized 
services — spinal cord injury, blind rehabilitation, they too have 
been identified by Congress as the highest priority. 

Compared to the current fiscal year, this budget request more 
than doubles our appropriation request for construction of CARES 
identified new and improved facilities. Would you please show the 
construction chart, which is that one there. 


^VHA Major Projects Request 
Change Over Prior Year 



This has been a big concern to all of us, I know to members of 
the committee and certainly to me, the aging of our infrastructure, 
the modernization that needs to take place. Using the authority 
granted by Congress this past year, we will also apply up to $400 
million of the 2004, this year’s medical care appropriation, to 
CARES projects. These actions will enable us to commit approxi- 
mately $1 billion more in 2004 and 2005 toward transforming VA’s 
medical facilities into a 21st century health care system. 

Mr. Chairman, members of the committee, I know that you have 
a concern and share with me a goal of ensuring that we provide 
high quality medical care for our young men and women returning 
home from our overseas conflicts Enduring Freedom and Iraqi 
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Freedom, and I am absolutely confident that this budget will en- 
able us to meet our commitment to this new generation of free- 
dom’s defenders. 

The numbers are relatively small so far. Of the 83,000 service 
members, including Guard and Reserve, who have separated from 
the military and served in Iraqi Freedom conflict, roughly 12 per- 
cent have come to us for care, about 9,700 of those veterans. Of the 
15,000 who have been discharged and served in Enduring Freedom, 
Afghanistan, roughly 1,400 have come to us for care since they 
have been discharged, and I expect those numbers will increase, 
but they are relatively low compared to Persian Gulf I and, of 
course, Vietnam and some of our other conflicts. But we need to be 
prepared to take care of this new generation of men and women 
who have fought. 

We still have challenges. Of that, there is little doubt. We are re- 
sponding to those challenges with policy initiatives. First, we em- 
phasize our commitment to the highest priority veterans by asking 
Congress to raise the income threshold to $16,500 from $9,800 for 
exempting low-income veterans from pharmacy copayments, lifting 
the burden of copayments from the poorest of our veteran popu- 
lation who seek care in the VA. We also ask that you eliminate all 
copayments imposed on former POWs. We also proposed to elimi- 
nate hospice care copayments, hospice care provided in the home, 
hospice care provided under contract. We ask for the authority to 
reimburse our patients for the copayments that they must pay 
their insurance companies when they seek emergency care in pri- 
vate sector hospitals. 

At the same time, we ask Congress to approve both a modest in- 
crease in pharmacy copayments and an annual fee totaling less 
than $21 per month, a very small portion of the cost of care, for 
higher-income non-service-disabled veterans using our system. I 
want to be very clear to our veterans that this is not an enrollment 
fee. It would be an annual use fee collected only from veterans re- 
ceiving care and could be paid on a monthly or annual basis, de- 
pending upon the needs of the veteran. 

For many, many years. Congress has mandated such a fee for en- 
listed personnel — tech sergeants, staff sergeants, petty officers — 
who spent at least 20 years in the military and retire and enroll 
in the Department of Defense health care system. Tricare. They are 
required to pay $254 a year to be enrolled in the DOD health care 
system after serving 20 years on active duty, and we are just ask- 
ing those who have no service-connected disabilities, do not stay in 
the military and retire, and have higher incomes, usually higher 
than what a petty officer or staff sergeant retires on, to pay a mod- 
est use fee. 

We can meet some of our other challenges on our own. For exam- 
ple, I approved the recommendation of the Under Secretary of 
Health, Dr. Roswell, to address regional funding imbalances by in- 
cluding all veterans. Category 7 and Category 8 veterans, using our 
system and our resource allocation model. 

In addition to improving access to health care, the President di- 
rected me to bring our benefits processing under control, and by 
last year, thanks to the hard work of the people in VA, we were 
able to reduce our inventory of rating-related claims, the time it 
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takes a veteran to receive a decision for a disability claim or pen- 
sion, down to 253,000 from a high of 432,000, and the percentage 
of veterans waiting more than 6 months for a decision was down 
to 18 percent from 48 percent. I don’t think this would have hap- 
pened without the increase requested by the President and the de- 
cisions of this body in giving us additional people to handle the 
claims workload. Our backlog has gone up recently due to a Sep- 
tember 2003 court decision, but Congress has corrected that issue 
and we are now back on track to achieve our goals. 

I think it is very telling that the number of veterans receiving 
service-connected disability compensation is projected to increase to 
2.6 million from 2.3 million in 2001, and we see a sizable increase 
in the funding, the mandatory funding for disability compensation. 
In 2005, the President is asking for almost $2.8 billion in addi- 
tional funding for disability compensation. 

VA is not only health care and benefits, we also honor our vet- 
erans in their final rest. Advanced by the President’s budget re- 
quest, we will continue the greatest expansion of the national cem- 
etery system since the Civil War. One new cemetery has just been 
opened. We will open five more new cemeteries over the next year, 
and we have proposed to add six new cemeteries to the system by 
the year 2009. This will increase our gravesites by 85 percent over 
the current number within our 120 existing national cemeteries, so 
this is indeed a major, major expansion of our national cemetery 
system, and, of course, it is required because of the large number 
of veterans. World War II and Korea, passing from us, some 1,800 
a day. So we are very, very pleased with this expansion. 

I am confident that the President’s request and the actions of the 
Congress will allow us to continue to build on our record of commit- 
ment and success. I thank the committee for all you have done to 
help us achieve our goals and I look forward to your questions. 
Thank you. 

Chairman Specter. Thank you very much, Mr. Secretary. 

[The prepared statement of Secretary Principi follows:] 

Prepared Statement of Hon. Anthony J. Principi, Secretary, U.S. Department 

OF Veterans Affairs 

Mr. Chairman and members of the Committee, good morning. I am pleased to be 
here today to present the President’s 2005 budget proposal for the Department of 
Veterans Affairs (VA). The focal point of this budget is our firm commitment to con- 
tinue to bring balance back to our health care system by focusing on veterans in 
the highest statutory priority groups. 

The President’s 2005 budget request totals $67.7 billion (an increase of $5.6 bil- 
lion in budget authority): $35.6 billion for entitlement programs and $32.1 billion 
for discretionary programs. Our request for discretionary funds represents an in- 
crease of $1.2 billion, or 3.8 percent, over the enacted level for 2004, and supports 
my three highest priorities: 

• provide timely, high-quality health care to our core constituency — veterans with 
service-connected disabilities, those with lower incomes, and veterans with special 
health care needs; 

• improve the timeliness and accuracy of claims processing; and 

• ensure the burial needs of veterans and their eligible family members are met, 
and maintain veterans’ cemeteries as national shrines. 

The growth in discretionary resources will support a broad array of benefits and 
services that VA provides to our Nation’s veterans. Including medical care collec- 
tions, funding for the medical care program rises by $1.17 billion over the 2004 en- 
acted level. As a principal component of our medical care budget, we are requesting 
$524 million to begin implementing recommendations stemming from studies associ- 
ated with the Capital Asset Realignment for Enhanced Services (CARES) program. 
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We are presenting our budget request using a slightly modified new budget ac- 
count structure that we proposed for the first time last year. This new structure 
more clearly presents the full funding for each of the benefits and services we pro- 
vide veterans. This will allow the Department and our stakeholders to more effec- 
tively evaluate the program results we achieve with the total resources associated 
with each program. I am committed to providing Congress with the information and 
tools it needs to be comfortable with enacting the change. 

MEDICAL CARE 

The President’s 2005 request includes total budgetary resources of $29.5 billion 
(including $2.4 billion in collections) for the medical care program, an increase of 
4.1 percent over the enacted level for 2004, and more than 40 percent above the 
2001 level. With these resources, VA will be able to provide timely, high-quality 
health care to nearly 5.2 million unique patients, a total 21 percent higher than the 
number of patients we treated in 2001. 

I have taken several steps during the last year to refocus VA’s health care system 
on our highest priority veterans, particularly service-connected disabled veterans 
who are the very reason this Department exists. For example, we recently issued 
a directive that ensures veterans seeking care for service connected medical prob- 
lems will receive priority access to our health care system. This new directive pro- 
vides that all veterans requiring care for a service connected disability, regardless 
of the extent of the injury or illness, must be scheduled for a primary care evalua- 
tion within 30 days of their request for care. If a VA facility is unable to schedule 
an appointment within 30 days, it must arrange for care at another VA facility, at 
a contract facility, or through a sharing agreement. 

By highlighting our emphasis on our core constituency (Priority Levels 1-6), we 
will increase our focus on the Congressionally identified highest priority veterans. 
The number of patients within our core service population that we project will come 
to VA for health care in 2005 will be nearly 3.7 million, or 12 percent higher than 
in 2003. During 2005, 71 percent of those using VA’s health care system will be vet- 
erans with service-connected conditions, those with lower incomes, and veterans 
with special health care needs. The comparable share in 2003 was 66 percent. In 
addition, we devote 88 percent of our health care funding to meet the needs of these 
veterans. 

While part of our strategy for ensuring timely, high-quality care for our highest 
priority veterans involves a request for additional resources, an equally important 
component of this approach includes a series of proposed regulatory and legislative 
changes that would require lower priority veterans to assume a small share of the 
cost of their health care. These legislative proposals are consistent with recent Medi- 
care reform that addresses the difference in the ability to pay for health care. We 
are submitting these proposals for Congress’ reconsideration because we strongly be- 
lieve they represent the best opportunity for VA to secure the necessary budgetary 
resources to serve our core population. Among the most significant legislative 
changes presented in this budget are to: 

• assess an annual use fee of $250 for Priority 7 and 8 veterans; and 

• increase co-payments for pharmacy benefits for Priority 7 and 8 veterans from 
$7 to $15. 

We will work with Congress to enact our legislative proposal to eliminate the 
pharmacy co-payment for Priority 2-5 veterans, who have fewer means by which to 
pay for these costs, by raising the income threshold from the pension level of $9,894 
to the aid and attendance level of $16,509 (for a single veteran). This would allow 
about 394,000 veterans within our core constituency to receive outpatient medica- 
tions without having to make a co-payment. 

The 2005 budget includes several other legislative and regulatory proposals that 
are designed to expand health care benefits for the Nation’s veterans. Among the 
most significant of these is a provision that would give the Department the author- 
ity to pay for insured veteran patients’ out-of-pocket expenses for urgent care serv- 
ices if emergency/urgent care is obtained outside of the VA health care system. This 
proposal would ensure that veterans with life-threatening illnesses can seek and re- 
ceive care at the closest possible medical facility. In addition, we are proposing to 
eliminate the co-payment requirement for all hospice care provided in a VA setting 
and all co-payments assessed to former prisoners of war. Currently, veterans are 
charged a co-pa 3 Tnent if hospice care cannot be provided in a VA nursing home bed 
either because of clinical complexity or lack of availability of nursing home beds. 

The President’s 2005 budget for VA’s medical care program also continues our ef- 
fort to expand access to long-term care for veterans. This budget includes a legisla- 
tive proposal to focus long-term care on non-institutional settings by expanding the 
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1998 average daily census nursing home capacity requirement to include the fol- 
lowing categories of extended care services — nursing homes, community residential 
care programs, residential rehabilitation treatment programs, home care programs, 
non-institutional extended care services under VA’s jurisdiction, and long-term care 
beds for which the Department pays a per diem to states for services in State 
homes. As part of this effort, we aim to significantly enhance access to non-institu- 
tional care programs that allow veterans to live and be cared for in the comfort and 
familiar setting of their home surrounded by their family. 

We are continuing our work with the Department of Health and Human Services 
to implement the plan by which Priority 8 veterans aged 65 and older, who cannot 
enroll in VA’s health care system, can gain access to the new “VA Advantage” pro- 
gram. This would allow these veterans to use their Medicare benefits to obtain care 
from VA. In return, we would receive payments from a private health plan con- 
tracting with Medicare to cover the cost of the health care we provide. 

In return for the resources we are requesting for the medical care program in 
2005, we will continue to aggressively pursue my priority of providing timely and 
accessible health care that sets a national standard of excellence for the health care 
industry. During the last 3 years, we have significantly enhanced veterans’ access 
to health care. We have opened 194 new community clinics, bringing the total to 
676. Nearly 9 out of every 10 veterans now live within 30 minutes of a VA medical 
facility. This expanded level of access has resulted in an increase in the number of 
outpatient visits from 44 million in 2001 to 51 million in 2003, as well as a 26 per- 
cent rate of growth in the annual number of prescriptions filled to a total of 108 
million last year. To further highlight the Department’s emphasis on the delivery 
of timely, accessible health care, our standard of care for primary care is that 93 
percent of appointments will be scheduled within 30 days of the desired date and 
99 percent of all appointments will be scheduled within 90 days. For appointments 
with specialists, the comparable performance goal is 90 percent within 30 days of 
the desired date. 

As I mentioned earlier Mr. Chairman, a key component of our overall access goals 
is the assurance that veterans seeking care for service-connected medical problems 
will receive priority access to health care. In addition, we have dramatically reduced 
the number of veterans on the waiting list for primary care. We will eliminate the 
6-month waiting list no later than April 2004. 

VA’s health care system continues to be characterized by a coordinated continuum 
of care and achievement of performance outcomes that improve services to veterans. 
In fact, VA has exceeded the performance of private sector and Medicare providers 
for all 18 key health care indicators, from diabetes care to cancer screening and im- 
munizations. The Institute of Medicine has recognized the Department’s integrated 
health care system, including our framework for using performance measures to im- 
prove quality, as one of the best in the nation. Additionally, VA’s quality score based 
on a survey conducted by the Joint Commission on Accreditation of Healthcare Or- 
ganizations exceeds the national average quality score (93 versus 91). 

We will continue to use clinical practice guidelines to help ensure high-quality 
health care, as they are directly linked with improved health outcomes. We expect 
to show improvements in both of our principal measures of health care quality. The 
clinical practice guidelines index will rise to 71 percent in 2005, while the preven- 
tion index will increase to 84 percent. 

The 2005 budget includes additional management savings of $340 million that 
will partially offset the need for additional funds to handle the increasing utilization 
of health care resources, particularly among our highest priority veterans who re- 
quire much more extensive care, on average, than lower priority veterans. We will 
achieve these management savings through improved standardization policies in the 
procurement of supplies, pharmaceuticals, and other capital purchases, as well as 
in other operational efficiencies such as consolidations. 

Our projection of medical care collections for 2005 is $2.4 billion. This total is 38 
percent above our estimated collections for 2004 and is more than three times the 
collections level from 2001. Approximately $407 million, or 61 percent, of the in- 
crease above 2004 is possible as a result of the proposed medical care policy initia- 
tives. The Department continues to implement the series of aggressive steps identi- 
fied in our revenue cycle improvement plan in order to meiximize the health care 
resources available for the medical care program. We are establishing industry- 
based performance and operational metrics, developing technological enhancements, 
and integrating industry-proven business approaches, including the establishment of 
centralized revenue operation centers. For example, during the last year we have 
lowered the share of reimbursable claims receivable greater than 90 days old from 
84 percent to 39 percent, and we have decreased the average time to produce a bill 
from 117 days to 49 days. Further, the Department is implementing tbe Patient Fi- 
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nancial Services System in Veterans Integrated Service Network 10 (Ohio). This will 
be a single billing system that we will use for both hospital costs as well as physi- 
cian costs, and involves comprehensive implementation of standard business prac- 
tices and information technology improvements. 

As you know Mr. Chairman, one of the President’s management initiatives calls 
for VA and the Department of Defense (DoD) to enhance the coordination of the de- 
livery of benefits and service to veterans. To address this Presidential initiative, our 
two Departments established a high-level Joint Executive Council to develop and 
implement significant collaborative efforts. We are focusing on three major system- 
wide issues: (1) facilitating electronic sharing of enrollment and eligibility informa- 
tion for services and benefits; (2) establishing an electronic patient health record 
system that will allow rapid exchange of patient information between the two orga- 
nizations by the end of 2005; and (3) increasing the number of shared medical care 
facilities and staff. The sharing of DoD enrollment and eligibility data will reduce 
the burden on veterans to provide duplicative information when making the transi- 
tion to VA for care or benefits. Shared medical information is extremely important 
to ensure that veterans receive safe and proper care. VA and DoD are working to- 
gether to share facilities and staff in order to provide needed services to all patients 
in the most efficient and effective manner. 

CAPITAL ASSET REALIGNMENT FOR ENHANCED SERVICES (CARES) 

The 2005 budget includes $524 million of capital funding to move forward with 
the Capital Asset Realignment for Enhanced Services (CARES) initiative, a figure 
more than double the amount requested for CARES for 2004. This is a multiyear 
program to update VA’s infrastructure to meet the needs of veterans in the 21st cen- 
tury and to keep our Department on the cutting edge of medicine. CARES will as- 
sess veterans’ health care needs across the country, identify delivery options to meet 
those needs in the future, and guide the realignment and allocation of capital assets 
so that we can optimize health care delivery in terms of both quality and access. 
The resources we are requesting for this program will be used to implement the var- 
ious recommendations within the National CARES plan by funding advance plan- 
ning, design development, and construction costs for capital initiatives. 

Mr. Chairman, the independent commission that is reviewing our draft CARES 
plan will be delivering their report to me soon. The commission had originally in- 
tended to complete their work by the end of November, but due to the intense inter- 
est in this project and the overwhelming volume of information they are faced with 
examining, their report has been delayed a few months. I look forward to reviewing 
the commission’s analysis and recommendations. We will thoroughly evaluate their 
report and seriously consider their recommendations before making our final re- 
alignment decisions and preparing for the next phase of the CARES program. 

MEDICAL AND PROSTHETIC RESEARCH 

The President’s 2005 budget includes total resources of $1.7 billion to support 
VA’s medical and prosthetic research program. This request is comprised of $770 
million in appropriated funds, $670 million in funding from other Federal agencies 
such as DoD and the National Institutes of Health, as well as $230 million from 
universities and other private institutions. Our budget includes an initiative to as- 
sess pharmaceutical companies for the indirect administrative costs associated with 
the clinical drug trials we conduct for these organizations. 

This $1.7 billion will support nearly 2,900 high-priority research projects to ex- 
pand knowledge in areas critical to veterans’ health care needs — Gulf War illnesses, 
aging, diabetes, heart disease, mental illness, Parkinson’s disease, spinal cord in- 
jury, prostate cancer, depression, environmental hazards, women’s health care con- 
cerns, and rehabilitation programs. 

veterans’ BENEFITS 

The Department’s 2005 budget request includes $36 billion for the entitlement 
costs associated with all benefits administered by the Veterans Benefits Administra- 
tion (VBA). Included in this total, is an additional $2,740 billion for disability com- 
pensation payments to veterans and their survivors for disabilities or diseases in- 
curred or aggravated while on active duty. Recipients of these compensation benefits 
will have increased from 2.3 million in 2001 to over 2.6 million in 2005. The budget 
includes another $1.19 billion for the management of these programs: disability 
compensation; pensions; education; vocational rehabilitation and employment; hous- 
ing; and life insurance. This is an increase of $26 million, or 2.2 percent, over the 
enacted level for 2004. 
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We have made excellent progress in addressing the Presidential priority of im- 
proving the timeliness and accuracy of claims processing. Not only have we hired 
and trained more than 1,800 new employees in the last 3 years to directly address 
our claims processing backlog, but the productivity of our staff has increased dra- 
matically as well. Between 2001 and 2003, the average number of claims we com- 
pleted per month grew by 70 percent, from 40,000 to 68,000. Last year the inventory 
of rating-related compensation and pension claims peaked at 432,000. By the end 
of 2003, we had reduced this backlog of pending claims to just over 250,000, a drop 
of over 40 percent. We have experienced an increase in the backlog during the last 
few months, due in large part to the impact of the court decision (PVA v Secretary 
of Veterans Affairs) that interpreted the Veterans Claims Assistance Act of 2000 as 
requiring VA to wait a full year before denying a claim. However, this rise in the 
number of pending claims will be temporary, and we expect the backlog to be back 
down to about the 250,000 level by the end of 2004. We thank the Committee for 
the legislation that eliminated the mandatory 1-year waiting period. 

In 2002 it took an average of 223 days to process a claim. Today, it takes about 
150 days. We are on track to reach an average processing time of 100 days by the 
end of 2004 and expect to maintain this timeliness standard in 2005. One of the 
main reasons we will be able to meet and then sustain this improved timeliness 
level is that we have reduced the proportion of claims pending over 6 months from 
48 percent to just 19 percent during the last 3 years. 

To assist in achieving this ambitious goal, VA established benefits delive^ at dis- 
charge programs at 136 military installations around the country. This initiative 
makes it more convenient for separating servicemembers to apply for and receive 
the benefits they have earned, and helps ensure claims are processed more rapidly. 
Also, the Department has assigned VA rating specialists and physicians to military 
bases where servicemembers can have their claims processed before they leave ac- 
tive duty military service. 

We expect to see an increase in claims resulting from the return of our brave serv- 
icemen and women who fought to protect the principles of freedom in Operation En- 
during Freedom and Operation Iraqi Freedom. We propose to use $72 million of the 
funds available from the war supplemental during 2004 to address the challenges 
resulting from an increasing claims processing workload in order to assist us in 
reaching our timeliness goal of 100 days by the end of 2004. We propose to use the 
remaining $28 million in 2005 to help sustain this timeliness standard. 

At the same time that we are improving timeliness, we will be increasing the ac- 
curacy of our claims processing. The 2005 performance goal for the national accu- 
racy rate for compensation claims is 88 percent, well above the 2001 accuracy level 
of 80 percent. 

This budget request includes additional staff and resources for new and ongoing 
information technology projects to support improved claims processing. We are re- 
questing $2 million for the Virtual VA project, the ultimate goal of which is to re- 
place the current paper-based claims folder with electronic images and data that can 
be accessed and transferred electronically through a web-based solution. The 2005 
funding will maintain Virtual VA at the three Pension Maintenance Centers. We 
are seeking $3.4 million for the Compensation and Pension Evaluation Redesign, a 
project that will result in a more consistent claims examination process. In addition, 
we are requesting $2.6 million in 2005 for the Training and Performance Support 
Systems, a multi-year initiative to implement five comprehensive training and per- 
formance support systems for positions critical to the processing of claims. 

The Veterans Service Network (VETSNET) development is nearing completion 
and is scheduled to begin deployment in April 2004. This system offers numerous 
improvements over the legacy Benefits Delivery Network (BON) that it is replacing 
(e.g., correction of material weaknesses and implementation of comprehensive 
claims processing within a modern corporate environment). Sufficient platform ca- 
pacity is required to successfully deploy VETSNET and to ensure the continued and 
uninterrupted pa3mient of approximately $24 billion annually in benefits to around 
3.4 million deserving veterans and their beneficiaries. Therefore, $5 million in fund- 
ing is requested to procure the capacity required. This platform capacity will ensure 
successful deployment and operation of VETSNET throughout VBA’s Regional Of- 
fices and in a modern corporate environment that integrates all components of 
claims processing (e.g., establishing the claim, rating the claim, preparing the claim 
award, and paying the claim award). Without sufficient platform capacity, the Vet- 
erans Benefits Administration will be unable to operate this critical new system. 

In support of the education program, the budget proposes $5.2 million for con- 
tinuing the development of the Education Expert System. These resources will be 
used to expand upon an existing prototype expert system and will enable us to auto- 
mate a greater portion of the education claims process and expand enrollment cer- 
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tification. This initiative will contribute toward achievement of our 2006 perform- 
ance goals for the average time it takes to process claims for original and supple- 
mental education benefits of 25 days and 13 days, respectively. 

VA is requesting $9.6 million for the One-VA Telephone Access project, an initia- 
tive that will support all of VBA’s benefits programs. This initiative will result in 
the development of a Virtual Information Center that forms a single telecommuni- 
cations network among several regional offices. This technology will allow us to an- 
swer calls at any place and at any time without complex call routing devices. 

In order to make the delivery of VA benefits and services more convenient for vet- 
erans and more efficient for the Department, we are requesting $1.6 million for the 
collocation and relocation of some regional offices. Some of this will involve housing 
regional office operations in existing VA medical facilities. In addition, we are exam- 
ining the possibility of collocations using enhanced-use authority, which entails an 
agreement with a private developer to construct a facility on Department-owned 
grounds and then leasing all or part of it back to VA. At the end of these long-term 
lease agreements, the land and all improvements revert to VA ownership. 

In recognition of the fact that the home loan program is primarily a benefit that 
assists veterans in making the transition from active duty life to veteran status, the 
2005 budget includes a legislative proposal to phase in an initiative to limit eligi- 
bility for this program to one-time use. Under our proposal, one-time use of the loan 
program would apply to any person who becomes a veteran after the date this pro- 
posed legislation becomes law. Those who are already veterans, or who will achieve 
veteran status prior to enactment of the proposed law, would retain their eligibility 
to use the home loan benefit as many times as they need to for a period of 5 years 
after the law takes effect. Once that 5-year period has passed, they would no longer 
be able to use this benefit more than once. This legislative proposal does not change 
eligibility for active duty personnel who would retain the ability to use this benefit 
as many times as they need it. VA home loans are important for first-time buyers 
because they require no down payment-making them riskier than other loans. After 
the first use, home equity can be used to obtain more favorable terms from conven- 
tional loans, or through the Federal Housing Administration. Therefore, limiting 
this benefit to its original intent of one-time use after leaving the military will lower 
loan volume and risk, save money over the long-term, and coordinate Federal pro- 
grams. 


BURIAL 

The President’s 2005 budget includes $455 million for the burial program, of 
which $181 million is for mandatory funding for VA burial benefits and pa 3 mients 
and $274 million is for discretionary funding, including operating and capital costs 
for the National Cemetery Administration and the State Cemetery Grant program. 
The increase in discretionary funding is $9 million, or 3.4 percent, over the enacted 
level for 2004, and includes operating funds for the five new cemeteries opening in 
2005. 

This budget request includes $926 thousand to complete the activation of new na- 
tional cemeteries in the areas of Detroit, MI and Sacramento, CA. These are the 
last two of the six locations identified in the May 2000 report to Congress as the 
areas most in need of a national cemetery. The other four cemeteries will serve vet- 
erans in the areas of Atlanta, GA, South Florida, Pittsburgh, PA, and Fort Sill, OK. 

With the opening of new national cemeteries and State veterans cemeteries, the 
percentage of veterans served by a burial option within 75 miles of their residence 
will rise to 83 percent in 2005. The comparable share was less than 73 percent in 
2001 . 

The $81 million in construction funding for the burial program in 2005 includes 
resources for Phase 1 development of the Sacramento National Cemetery (CA) as 
well as expansion and improvements at the Florida National Cemetery (Bushnell, 
FL) and Rock Island National Cemetery (IL). The request includes advanced plan- 
ning funds for site selection and preliminary activities for six new national ceme- 
teries to serve veterans in the following areas: Bakersfield, CA; Birmingham, AL; 
Columbia/Greenville, SC; Jacksonville, FL; Sarasota County, FL; and southeastern 
Pennsylvania. Completion of these new cemeteries will represent an 85 percent ex- 
pansion of the number of gravesites available in the national cemetery system since 
2001, almost doubling the number of gravesites during this time period. In addition, 
the budget includes $32 million for the State Cemetery Grant program. 

In return for the resources we are requesting for the burial program, we expect 
to achieve extremely high levels of performance in 2005 and to continue our noble 
work to maintain the appearance of national cemeteries as shrines dedicated to hon- 
oring the service and sacrifice of veterans. Our performance goal for the percent of 
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survey respondents who rate the quality of service provided by the national ceme- 
teries as excellent is 96 percent, and our goal for the percent of survey respondents 
who rate national cemetery appearance as excellent is 98 percent. In addition, we 
will continue to place emphasis on the timeliness of marking graves. Our perform- 
ance goal for the percent of graves in national cemeteries marked within 60 days 
of interment is 82 percent in 2005, a figure dramatically above the 2002 perform- 
ance level of 49 percent. 


MANAGEMENT IMPROVEMENTS 

Mr. Chairman, we have made excellent progress during the last year in imple- 
menting the President’s Management Agenda. Our progress in the financial, elec- 
tronic government, budget and performance, and DoDA^A coordination areas is cur- 
rently rated “green.” Our human capital score is “yellow” due only to some very 
short-term delays. However, VA’s competitive sourcing rating is “red” because exist- 
ing legislation precludes us from using necessary resources to conduct cost compari- 
sons of competing jobs such as laundry, food and sanitation service. The Administra- 
tion will work with Congress to develop legislation to advance this effort that would 
free up additional resources to be used to provide direct medical services to vet- 
erans. We will continue to take the steps necessary to achieve the ultimate goals 
the President established for each of the focus areas. 

We have several management improvement initiatives underway that will lead to 
greater efficiency and will be accomplished largely through centralization of several 
of our major business processes. We are currently realigning our finance, acquisi- 
tion, and capital asset management functions into business offices across the De- 
partment. There will be one business office in each of the 21 Veterans Integrated 
Service Networks and a single office for the National Cemetery Administration. For 
the Veterans Benefits Administration, the majority of the field functions will be cen- 
tralized into product lines. In addition, we are establishing an Office of Business 
Oversight in our Office of Management that will provide much stronger oversight 
of these functions by our Chief Financial Officer, will improve operations through 
more specialization, and will achieve efficiencies in staffing. The realignment of 
these business functions will reduce and standardize field business activities into a 
more manageable size, limit the number of sites to be reviewed, provide for more 
consistent interpretation of policies and procedures, and promote implementation of 
performance metrics and data collection related to these business functions. As a re- 
sult of the realignment, we will significantly strengthen compliance and consistency 
with finance, acquisition, and capital asset policies and procedures. 

We continue to make excellent progress in implementing the recommendations of 
our Procurement Reform Task Force, as 43 of the 65 recommendations have been 
completed. By the end of 2004, we expect to implement all of the remaining rec- 
ommendations. These procurement reforms will optimize the performance of VA’s 
acquisition system and processes by improving efficiency and accountability. We ex- 
pect to realize savings of about $250 million by the end of 2004 as a result of these 
improvement initiatives. This figure will rise after we have completed all 65 rec- 
ommendations. 

During 2005 VA will continue developing our enterprise architecture that will en- 
sure that all new information technology (IT) projects are aligned with the Presi- 
dent’s E-government initiatives as well as the Department’s strategic objectives. The 
enterprise architecture will help eliminate redundant systems throughout VA, im- 
prove IT accountability and cost containment, leverage secure and technologically 
sound solutions that have been implemented, and ensure that our IT assets are 
built upon widely accepted industry standards and best practices in order to im- 
prove delivery of benefits and services to veterans. One of our primary focus areas 
in IT will be cyber security. We will concentrate on securing the enterprise architec- 
ture and providing continuous protection to all VA systems and networks. This will 
require purchases of both hardware and software to address existing vulnerabilities. 

We are continuing the development and implementation of our CoreFLS project 
to replace VA’s existing core financial management and logistics systems with an 
integrated, commercial off-the-shelf package. CoreFLS will help us address and cor- 
rect management and financial weaknesses in the areas of effective integration of 
financial transactions from Department systems, necessary financial support for 
credit reform initiatives, and improved automated anal 3 dical and reconciliation 
tools. We have conducted initial tests at selected sites and are still on schedule for 
full implementation during 2006. 

The Department has developed a comprehensive human capital management plan 
and has started implementing some of the strategies outlined in this plan. In addi- 
tion, we are implementing a redesigned performance appraisal system to better en- 
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sure that all employees’ performance plans are linked with VA’s mission, goals, and 
objectives. 


CLOSING 

Mr. Chairman, VA has achieved numerous successes during the last 3 years that 
have significantly improved service to our country’s veterans. We have enhanced 
veterans’ access to our health care services that set the national standard with re- 
gard to quality; improved the timeliness of health care delivery; expanded programs 
for veterans with special health care needs; dramatically lowered the time it takes 
to process veterans’ claims for benefits; and expanded access to our national ceme- 
tery system. The President’s 2005 budget will provide VA with the resources nec- 
essary to continue to improve our delivery of benefits and services, particularly for 
veterans with service-connected conditions, those with lower incomes, and veterans 
with special health care needs. 

That concludes my formal remarks. My staff and I would be pleased to answer 
any questions. 

Chairman Specter. I turn now to our distinguished ranking 
member, Senator Graham, for an opening statement. 

Senator Graham. Thank you very much, Mr. Chairman. I have 
a statement that I would like to file for the record. 

Chairman Specter. Without objection, it will be made a part of 
the record in full. 

STATEMENT OF HON. BOB GRAHAM, U.S. SENATOR 
FROM FLORIDA 

Senator Graham. I would like to summarize some of the issues 
that I raise in that opening statement. I am concerned about the 
resource commitment that this budget makes, which has been cal- 
culated as a 1.8 percent increase for medical care and calls for the 
reduction in other areas, such as 540 staff responsible for proc- 
essing veterans’ claims. I am also concerned about the question of 
the additional pressures that are being placed upon the VA medical 
system. 

For an example, there will be a significant number of those 
American men and women who have been wounded in Afghanistan 
or Iraq who will return to the United States, separate from the 
military, and then be statutorily entitled to 2 years of medical care 
provided by VA. I am concerned as to whether we are prepared to 
meet that challenge. 

I am also concerned about the reliance on annual user fees on 
higher-income veterans, — those with income of as little as $24,000 
a year. Also, the doubling of copayments for prescription drugs is 
a matter of concern at a time when we are trying to expand cov- 
erage of prescription drugs in the Medicare program. I will ask 
some questions about the consistency here. 

In my State, we have had difficulty with delays in veterans being 
able to get access to health care providers. There is a standard 
being suggested that enrolled veterans would be seen within 30 
days for primary care. Does this budget provide the resources nec- 
essary to achieve that goal? 

At the Gainesville VA Hospital, there are several hundred vet- 
erans who have been waiting well beyond 30 days for their initial 
visit and there are 600 veterans who have waited more than a year 
for services like audiology at the Fort Myers clinic. How will this 
budget impact on those delays? 

Mr. Principi, not to just focus on some of the areas of concern, 
I want to commend you and the VA for the professionals that you 
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have been able to bring in and retain within the VA system. I re- 
cently spent time at the VA hospital in Miami and at the out- 
patient clinic in Ocala, and I was very impressed with the quality 
of providers and the level of not just satisfaction, but enthusiasm, 
of those veterans who had received care from those professionals. 

Mr. Chairman, I have other points that are made in the state- 
ment that will be in the record, but at this point, I would defer to 
other members of the committee and then to questions. 

Chairman Specter. Thank you very much. Senator Graham. 

[The prepared statement of Senator Graham follows:] 

Prepared Statement of Bob Graham, U.S. Senator from Florida 

I join Senator Specter in welcoming our witnesses to today’s hearing and I look 
forward to working with the Chairman, Members of this Committee, Secretary 
Principi, and the veterans service organizations to meet the needs of the men and 
women who have served our nation. 

Today, we begin the long process of ensuring that the fiscal year 2006 budget al- 
lows VA to provide veterans with the care and benefits they have earned. To say 
that the proposed budget is tough is an understatement. The request includes only 
a 1.8 percent increase for medical care, and it calls for cutting 540 staff that process 
veterans benefits. 

This budget, unfortunately, reflects the priorities of this Administration and, if 
enacted, will have devastating effects on the men and women who have served this 
country with honor. The Administration has said the proposed VA budget will “pro- 
vide the best possible health care and benefits to our veterans.” 

I would disagree, and I believe we will hear similar sentiments from our witnesses 
on the second panel. As we shape VA’s budget for the next year, we must move be- 
yond hopeful rhetoric and political gamesmanship and take an honest assessment 
of the needs of veterans. We must then match this assessment with real dollars. 

When you take away the new and higher fees that are to be paid directly by vet- 
erans and the theoretical management efficiencies, the Administration has asked for 
an appropriation that fails to cover half of the expected inflationary increases. I take 
issue with a budget that relies on an annual user fee levied upon so-called “higher 
income” veterans — especially when “higher income” can mean as little as $24,000 
a year. 

It is insulting to laud this budget, but continue to bar veterans from VA health 
care. It is unfair to double the prescription drug co-payments for other veterans. 
And it is nothing short of hypocrisy to deliberately reduce demand for health care 
services and then to count that as savings. 

I am relieved to hear that waiting times for care will disappear in early fiscal year 
2004, but am mystified as to how this will occur. Does this mean that all enrolled 
veterans will be seen within 30 days for primary care? Or does this mean that vet- 
erans will not have to wait to be assigned an appointment, but will quickly get an 
appointment that is scheduled up to a year later? Will the hundreds of veterans who 
must wait more than a year to see a doctor at the Gainesville VA Hospital or the 
600 veterans waiting more than a year for audiology care at the Ft. Myers clinic 
be seen promptly? VA’s committed professionals are already struggling to handle the 
increased patient load, and for the next fiscal year they will be doing it without a 
corresponding increase in resources. 

It is not only the VA health care system that stands to suffer under this budget. 
The Administration proposes a cut, for the second year in a row, in the number of 
staff who process VA benefits, including those who decide veterans’ disability claims. 
I commend the progress that VA professionals have made in reducing the staggering 
backlog of claims over the past year, but I fear that these cuts will erode the gains 
VBA has made. In addition, this budget request does not account for recent changes 
to the system. Specifically, last year’s concurrent receipt legislation will allow mili- 
tary retirees that are more than 50 percent disabled to receive both their disability 
pay and pension payments. 

However, this new benefit may bring a rush of claimants into the system who be- 
lieve they are eligible, creating an additional backlog. The Administration’s budget 
does not account for additional claims that service members returning from Iraq and 
Afghanistan will file during the next 2 years. 

In addition, the Administration has failed to consider the health care needs of 
these returning service members, re-directing $100 million intended for their care. 
Even without these demands, veterans are currently forced to wait 189 days for VA 
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to make a determination of eligibility for benefits. With the proposed funding level, 
I have trouble believing VA will be able to meet, much less sustain, the ambitious 
target of 100 days for processing new claims. 

As we begin discussing next year’s budget proposal, there will be talk of fiscal dis- 
cipline. It is true that the deficit is a serious problem we must tackle, but we must 
make choices. Should we choose to make a permanent teix cut our nation’s priority? 
Or should we fulfill our commitment to those who have served our Nation honor- 
ably? We cannot send the signal to our men and women in uniform that we will 
not care for them upon their return. I fear the Administration’s budget proposal 
may send that signal. 

Chairman Specter. We will now proceed with our customary ap- 
proach of 5-minute rounds of questions on the early bird principle 
of order of arrival. 

Mr. Secretary, I commend you for the candid testimony which 
you gave to the House last week as reported in CQ that you asked 
for a $1.4 billion addition, which was denied by the Office of Man- 
agement and Budget. I think that kind of candor is really nec- 
essary. I know the custom in many quarters is to not be candid, 
but we understand the budget constraints. We know about the def- 
icit. We understand the problems with the economy and the very 
heavy costs of the wars, the ones against terrorism, A1 Qaeda, and 
the other in Iraq. That kind of candor is very impressive. 

We have noted your request for copayments and we will consider 
them carefully, but in a spirit of candor from this side of the table, 
they are very, very difficult. When you start making evaluations of 
ability to pay, that is very hard. And in an era where we are call- 
ing on our servicemen and women to do so much and recruiting de- 
pends in significant manner on what is happening to veterans who 
have been discharged as well, we take that into account before we 
make our own budgetary considerations. 

There has been a good deal of talk about Medicare subvention, 
where the veterans’ budget would be supplemented by the care you 
give which could have been, perhaps should have been, borne by 
Medicare. You have a new program called VA Advantage. Would 
you describe that new approach and what you anticipate from that 
by way of increased revenues? 

Secretary Principi. Yes, Mr. Chairman. Secretary Thompson and 
I over the past year have worked to develop a program, a concept, 
wherein veterans who are in Category 8, because of this dramatic 
increase in workload and the Congress directs that I make an an- 
nual enrollment decision, have not been able to enroll in the VA 
health care system would be able to come to the VA for care under 
this VA Advantage program and we would be reimbursed from 
Medicare. 

Over the past 6 to 8 months, we have been working very closely 
with the folks at HHS and CMS to work through the many, many 
legalistic and regulatory issues on getting reimbursed from Medi- 
care, but I am hopeful by the end of this year those veterans can 
come to the VA for health care and VA would get reimbursed by 
the Medicare Trust Fund. I am not sure we have a projection on 
how much we would receive, but the cost of their care would be 
covered in full by Medicare. So it is the first time that we have 
been able to develop a program with Medicare and I am hopeful 
that we can work through the many regulatory issues that Medi- 
care has so that we can implement this program as soon as pos- 
sible. 
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Chairman Specter. That would certainly he a big boost to the 
VA budget if that can be accomplished. 

We have also looked to supplementing the VA income by pro- 
ceeds of those who are insured. Would you give us a brief summary 
as to what you anticipate in that respect? 

Secretary Principi. Well, again, starting in 1998, the Congress 
authorized the VA to keep the revenues from third-party payments, 
payments from insurance companies. Rather than those dollars 
going into the Treasury as miscellaneous receipts and then coming 
back to the VA indirectly in increased appropriation. Congress said, 
you keep them there and you count them as new resources in addi- 
tion to your appropriation. President Clinton started that, right- 
fully so, and it has been that way — it has been programmed that 
way since. 

We are making great progress in doing better collecting from in- 
surance companies. We still have some difficulty with HMOs, and, 
of course. Medicare is off the table, the largest insurance company 
in the nation, so to speak. But this year, we project to collect — or 
for 2005, a little over one billion dollars in revenues. That is used 
to enhance our medical care appropriation and expand the reach of 
health care, buy more pharmaceuticals, more outpatient visits, 
more inpatient visits. 

So it is a great program. We just need to do better in our ac- 
counts in collecting those dollars from insurance companies. We are 
improving, but we still have a ways to go. 

Chairman Specter. Your answer ended just with the expiration 
of my time so I will not ask you another question and I will yield 
now to Senator Graham. 

Senator Graham. Thank you. 

Chairman Specter. He is the one exception to the early bird 
rule, the Ranking Member. 

Senator Graham. Thank you, Mr. Chairman. 

I would like to ask in this round about the responsibility of the 
VA to provide medical care for combatants who have separated 
from the service. During the 2003 consideration of the VA’s budget, 
I proposed an amendment to add $375 million to meet the health 
care needs of returning service members. This amount was based 
on a formula taking the percentage of veterans who sought VA 
health care and benefits following the first Gulf War, multiplying 
that by the VA’s average per patient cost today, and the result of 
that is $375 million. 

In conference with the House, that amount was reduced to $100 
million. It is now my understanding that the Administration be- 
lieves that the right number is not $375 million or $100 million, 
but is zero, and intends to redirect the full amount from health 
care to the Veterans Benefit Administration. 

Mr. Secretary, is that policy correct, and if so, what is the basis 
of the Administration’s determination that there will be no budg- 
etary cost in terms of providing benefits as statutorily required to 
returning servicemen and women? 

Secretary Principi. Senator Graham, I applaud you and I ap- 
plaud the Congress for adding that $100 million. But the law in the 
appropriation, or the language of the appropriation bills says for an 
additional amount for costs associated with processing claims of 
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veterans who may have incurred injuries with service in the Per- 
sian Gulf, war combat arena, $100 million. It did give me the au- 
thority to use the dollars for health care, as well, and the reason 
that I have elected to use the $100 million for veterans’ benefits 
and veterans’ claims is because in 2004, the President’s request 
and the Congress’s actions increased our health care budget by 
11.5 percent. I think that is probably a record. We received close 
to $3 billion in 2004, 4 months, 5 months late, but nonetheless a 
very dramatic increase. 

Senator, I am absolutely confident that this increase that you 
have given us in 2004 is more than adequate to ensure that we 
take care of the health care needs of veterans coming back from 
Iraq and Afghanistan. Otherwise, that money would be there, be- 
lieve me. 

At the same time that we received this dramatic increase in 
health care spending in 2004, for our Benefits Administration, the 
processing of claims, I think there was zero increase. We really are 
struggling in the Veterans’ Benefits Administration to ensure that 
these claims that veterans who are coming back wounded, filing for 
disability compensation, are processed in a timely manner and that 
was the basis for the decision. 

The law said veterans’ benefits, and I could move money over to 
health care if I need it. I found that I didn’t need to do so. Senator. 
The $100 million is very important and that is how we have ap- 
plied it. 

Senator Graham. Are you saying $100 million to process benefit 
claims is going to be focused exclusively on combatants returning 
from Afghanistan or Iraq? 

Secretary Principi. No, sir. I am trying to use that money to — 
you know, obviously, by improving our timeliness, by having the 
right equipment, the right people on board — we are giving them a 
very, very high priority, but it is going to help us improve our ben- 
efit delivery process in general. So no, I would not make the state- 
ment, be misleading and say all $100 million is going to be for the 
veterans returning from Iraq and Afghanistan who are filing dis- 
ability claims. There are not that many claims. But in general, this 
whole system needed the resources. But 

Senator Graham. That 11 percent increase that you stated was 
given to veterans’ medical benefits, what was that on a per capita 
basis? For each VA patient, how much additional resources did the 
11 percent allow? 

Secretary Principi. Rounded, about $500 per patient. 

Senator Graham. What is that as a percentage? 

Secretary Principi. Eleven percent increase in funding for our 
medical care, of which we have — how many users — 4.8 million 
users of our health care system, so that almost $3 billion increase 
that you gave us this year is very, very significant. Senator. 

Senator Graham. I would like to return to this. My round is now 
over. That will give you something to look forward to. 

[Laughter.] 

Chairman Specter. Thank you. Senator Graham. 

Senator Campbell. 

Senator Campbell. Thank you, Mr. Chairman. 
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Mr. Secretary, as I understand your testimony, the waiting time 
that a veteran has to wait to get in to see a doctor is going down. 
I think that is really terrific. The backlog, from your testimony, is 
going to continue going down. I am sure that is good news to all 
the veterans. 

The last 3 years, we have put in more money from Congress than 
the President requested in his budget, and even at that, we hear 
every year from the veterans’ associations it is not enough, and 
more than likely after you have testified today, when the VSO’s 
testify, we are going to hear the same thing, that we are not put- 
ting enough resources into it. 

I guess with a $450 billion deficit or maybe more, who knows 
what it is going to be by the end of the year, it is going to be a 
real tug-of-war around here to get money. I, like many of the peo- 
ple on this committee, happen to really try to prioritize veterans’ 
health, being a veteran myself. But I, like Senator Graham and 
maybe some of the other members, am a little concerned about 
these user fees, too. 

I guess I would like you to clarify a little bit, when you talked 
about the veterans who are better off, how is that going to be de- 
termined? Is there going to be some kind of a threshold by which 
they would have to pay a higher user fee? Who is going to deter- 
mine that? 

Secretary Principi. Yes. Congress established seven priority 
groups when open enrollment went into effect in 1998, and then 
about a year or two ago added an eighth priority group. The Pri- 
ority Group 7s and 8s are veterans who have no military disabil- 
ities and have — they are not high incomes, but they have higher in- 
comes. I believe it is around — Category 7 is about $25,000 for a sin- 
gle veteran, higher if you are married with dependents. 

The copayment — these fees would only be assessed against the 
Category 7 and 8 veterans. We are proposing to eliminate copays, 
on the other hand, for the poorer veterans. Today, if you have an 
income above $9,800, you start paying copays. We are asking Con- 
gress to say, raise that level to $16,500. 

So yes, indeed, I believe it is reasonable to ask the higher-income 
non-disabled to pay a little bit, a very small proportion of their care 
and the poorer veterans to be alleviated of that burden. 

Senator Campbell. I understand that. It may be a little more 
complicated on determining some of the things that were military 
related. I guess the most common, of course, is smoking and the 
long-term effects. I remember when I was in the service, we got cig- 
arette rations. Even though I didn’t smoke, I still got cigarette ra- 
tions. We were encouraged to smoke. What happens to a veteran 
who is encouraged as a youngster to smoke and years later he de- 
velops cancer? Is there a possibility that somehow he would be 
forced to pay higher user fees because he didn’t develop the cancer 
until after he got out, even though the roots of it began when he 
was in the service? 

Secretary Principi. If he is service-connected disabled for cancer, 
he would not pay any copays or user fees. This would only be those 
who come to the VA health care system or enroll in the VA health 
care system and have no military-related disabilities. 
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Senator Campbell. OK. Maybe I phrased my question very poor- 
ly. How do you determine whether it was a military disability when 
the cancer didn’t appear until after he was out sometime? 

Dr. Roswell. Senator Campbell, if I may, that is why I think our 
efforts to work on disability claims are so important and the $100 
million that Senator Graham spoke about. As the Secretary al- 
luded, over 300 additional veterans are now receiving service-con- 
nected compensation this year, which I think is a direct reflection 
on how we are able to reach out to veterans, to help them file dis- 
ability claims for illnesses such as lung cancer, which can be serv- 
ice connected, for example, for veterans who served in Vietnam, 
and help them file those claims so that they receive disability com- 
pensation. They, in turn, not only receive that compensation, but 
they then receive priority health care. 

Senator Campbell. I think I have no further questions, Mr. 
Chairman. 

Chairman Specter. Thank you very much. Senator Campbell. 

Senator Akaka. 

STATEMENT OF HON. DANIEL K. AKAKA, U.S SENATOR 
FROM HAWAII 

Senator Akaka. Thank you very much, Mr. Chairman. 

I would like to add my welcome to Secretary Principi and our 
other witnesses here. I want to express my appreciation to you for 
all you have done. I know it is so difficult to carry on the programs 
we want with the kind of revenue and appropriations that you re- 
ceive. 

I have two questions I would like to ask. Secretary Principi, as 
the chairman mentioned about Priority 8, I am also concerned 
about that. Last year, as you know, I signed a joint letter objecting 
to your decision to end the eligibility for enrollment of Priority 8 
veterans in the VA health care program. I am still concerned about 
that. After hearing the fiscal year 2005 budget, I see that Priority 
8 veterans are still barred from enrolling in the VA health care sys- 
tem and I also see that prescription drug copayments are increas- 
ing for middle-income veterans. 

I realize, as you mentioned, that Priority 8 veterans are consid- 
ered high-paid veterans. My question to you is, what would be the 
impact in your budget if Priority 8 veterans could enroll — could en- 
roll — into the VA health care system, as well as the impact on the 
budget if the increases in copayments were not implemented? 

Secretary Principi. Yes, Senator. If I just very briefly, histori- 
cally, as you know, in 1998, we went from approximately three mil- 
lion eligible for comprehensive VA health care to 25 million, a very, 
very dramatic jump in eligibility. That, coupled with the opening — 
my predecessor and I have continued to open community-based out- 
patient clinics. We now have almost 700, a great pharmaceutical 
benefit, and high quality. We have seen this enormous, enormous 
increase in demand for health care, so much so that consistent with 
the law, I have to make an annual enrollment decision based upon 
resources made available in the Appropriation Act. 

It was only because we had a growing number of veterans on 
waiting lists, as Senator Graham talked about in Florida, it was 
close to over 300,000 waiting more than 6 months for care, that I 
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made that decision, because we were enrolling veterans and had no 
expectation of providing them with timely care. 

To reopen the door to Category 8s — and I continually look at it 
to see if we can do it — in 2005 would be $590 million. Of course, 
enrolling veterans has an impact not only in the year that we do 
so, but as they become older and perhaps sicker, that the number 
increases. So it does have a rather significant, financial impact. 

Senator Akaka. I am also concerned about VA’s ability to meet 
its production goal of processing new claims in 100 days. It appears 
to me that VA’s 2005 budget does not include an anticipated in- 
crease in claims by service members returning from service in Iraq 
or Afghanistan. Additionally, the VA’s budget request assumes a 
1.5 percent increase in Federal pay. However, the Federal pay in- 
crease is expected to be 3.5 percent. 

Given these factors, Mr. Secretary, I am very concerned that the 
VA will need to cut other resources which will result in additional 
time processing new claims and will compromise health care serv- 
ice to veterans. Given this background, I would like to hear your 
thoughts regarding these. 

Secretary Principi. It is very challenging. I set those goals of 
never having more than 250,000 claims in our inventory, which 
would allow us to process claims in 100 days. I felt that veterans 
having to wait years to get a decision on a claim is just unconscion- 
able, and that is why I set those goals and put in place new proc- 
esses, and with the support of the President, with the support of 
the Congress, we added some 1,300 new rating specialists to the 
VA and we have been able to dramatically bring down the backlog, 
and also hundreds of millions of dollars that you gave us for infor- 
mation technology enhancements to improve our productivity. 

I think the combination of these things, now that these 1,300 
people are trained and being very productive, that we will be able 
to achieve these goals. But it is going to be challenging. Senator, 
you are absolutely right, and that is why, as Senator Graham said, 
I have used some of that money for claims processing. 

Chairman Specter. Senator Akaka, we have eight members here 
and a second panel of five witnesses. 

Senator Akaka. Thank you very much. 

Chairman Specter. Thank you. Senator Akaka. 

Senator Murray. 

STATEMENT OF HON. PATTY MURRAY, U.S SENATOR 
FROM WASHINGTON 

Senator Murray. Thank you very much, Mr. Chairman, for hold- 
ing this very timely hearing, and Mr. Secretary, thank you for 
being here and all the work you do on behalf of veterans and espe- 
cially for your willingness to request an additional $1.2 billion for 
the VA budget. I was disappointed that the President didn’t follow 
through on that, but I appreciate your putting it out there. 

I have a lot of very serious reservations about the President’s 
budget. I think with the new generation of veterans coming home 
that are going to be reliant upon the VA for health care and serv- 
ices, we really have an obligation to take care of them and I think 
this budget request we have seen really falls short. 
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I agree with the comments about the new fees on veterans. I 
think it is highly unlikely that Congress is going to approve that 
and the health care is going to be far short of what we need. I am 
very concerned about the major medical construction dollars in 
here, $180 million, and I understand the administration is going to 
transfer $400 million from health care to construction, which will 
make our construction account about $600 million. If that is accu- 
rate, that is far short of what the CARES initiative plans were to 
spend. I think we have all been assured more than once that the 
CARES process was — that we would accept significant changes 
based on new construction and service delivery, and if that falls 
short, it is going to leave a lot of us really feeling like we were not 
told the whole story and our veterans are not going to be served. 

I want to ask you about that, but before I do, I want to bring 
up a separate issue and that is on the Department of Labor rule 
that is eliminating overtime compensation that will affect some vet- 
erans. I think you are aware that the proposed rule could very well 
undermine many of our young people who enlist in the military be- 
cause it is going to change the definition of professional employees. 
It basically will mean veterans working in professional fields will 
now be classified as professional employees and lose their overtime. 

I wanted to know if you had made comments on that, and as the 
nation’s leading advocate for veterans, if you intend to express your 
opposition to the Department of Labor on that issue. 

Secretary Principi. I guess I am not as knowledgeable about it 
as I should. Senator. To say that veterans would lose income by 
being designated a professional employee, which is based upon edu- 
cation, experience, and I would hope that being desi^ated a pro- 
fessional would somehow provide more upward mobility and more 
increase in compensation and benefits. But I guess we could debate 
that. 

I would just, if I can, just take a quick second to say that, yes, 
I have always tried to be honest with the Congress, and having 
grown up here, about what I requested. Every year, every Depart- 
ment goes through a very difficult negotiating process with 0MB 
and we achieve a requested level of spending that the President 
makes to Congress. 

I just want to be clear that I believe that the budget we re- 
quested, coupled with — I believe we are going to have $800 million 
or somewhere in that neighborhood that we will be able to carry 
over into 2005 — will allow us to achieve our goals, to take care of 
the very veterans we are all concerned about as well as, very im- 
portantly, the men and women who served in combat in Iraq and 
Afghanistan. 

But on the Department of Labor issue, I think that is one I need 
to study. 

Senator Murray. Mr. Secretary, I have actually sent you a letter 
dated February 9 on that, and if you could take a look at that and 
respond, I would really appreciate it. 

Let me also tell you, I am very concerned about the new genera- 
tion of veterans that we are creating today. About 40 percent of the 
U.S. armed forces in Iraq and Afghanistan, as you know, are acti- 
vated Guard and Reservists. Those men and women are going to 
have a very different priority from the regular troops. They are 
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older. They are more likely to have families. They are in a hurry 
to get back to their jobs and their community and their own life. 
I am concerned that we could lose track of many of those people 
when we return home, and I don’t think we want them to fall 
through the cracks. 

What is the VA prepared to do in order to capture those veterans 
and make sure we don’t lose them? 

Secretary Principi. You are so right. It is far different than it 
was during the Vietnam War, what we are asking our Reservists 
and Guardsmen and women to do today. 

We are truly outreaching to them. We have engaged in some over 

3.000 of them in TAP programs. Transition Assistance Programs 
for members of the armed forces. We have engaged in another 

2.000 briefings. We have outreached to some 46,000 Reservists and 
Guardsmen and women around the country to just make sure they 
understand what their benefits are, that when they are called up 
to active duty, they are veterans and they are eligible and entitled 
to the veterans’ benefits program. They are entitled to VA health 
care. 

So absolutely, we have an important responsibility to outreach to 
them and I can assure you we are going to continue to do so. 

Senator Murray. Good, and I would like to work with you on 
that. I think it is really important. Thank you. 

Dr. Roswell. Let me just add that we 

Chairman Specter. Senator Murray, your time has expired. 

Senator Murray. If Dr. Roswell could just respond to the last 
question in 2 seconds. 

Dr. Roswell. I was just going to add that we have actually 
printed a million brochures specifically for Reserve and Guard and 
have distributed those through all of the Reserve and Guard units. 
We have opened our readjustment counseling service to the Re- 
serve and National Guard. The Secretary is planning to send let- 
ters to all 90,000 people who have been separated thus far, and we 
have unprecedented cooperation with DOD to make sure that we 
know everyone who is being discharged, whether they are on active 
duty, in the Reserves, or in the National Guard. 

Chairman Specter. Thank you. Senator Murray. 

Senator Nelson. 

STATEMENT OF HON. E. BENJAMIN NELSON, U.S. SENATOR 
FROM NEBRASKA 

Senator Nelson. Thank you, Mr. Chairman, and may I add my 
appreciation, Mr. Secretary, for the continuing good work that you 
do for our veterans. I suspect after all the praise that you have re- 
ceived from all of us today, you have to be sitting there wondering 
how we can have so many critical things to say and/or to ask of 
the care for veterans, but I think it is a common thought that we 
have. You are trying to do a better job. We want to see a better 
job done, and I hope we can work together to do that. 

When Nebraska was moved into a new VISN just some time ago, 
we were all told that the services wouldn’t change for veterans in 
Nebraska. I remember somebody from your staff saying that one of 
the reasons they were having headquarters in Minneapolis was be- 
cause there were more qualified people there and I took issue with 
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that, being from Nebraska. My staff tells me that a change has oc- 
curred, that veterans requiring cardiac surgery are now being re- 
quired to go to Minneapolis for the care. If it is emergency care, 
surgery, they will be treated in Nebraska. 

Once again, I want to point out that we have excellent cardiac 
surgeons in Nebraska and this isn’t consistent with what we had 
hoped would happen, where veterans would be treated as close to 
home as possible. It is not a matter of trying to patronize Nebraska 
as much as it is to take care of veterans as close to home as pos- 
sible. I would hope that you would look into that to see what you 
can find out. 

We were also told that, well, Nebraska would become the hub for 
some other services. But I am not sure that unless there is a par- 
ticular reason why the care can’t be provided in a location that we 
would try to create hubs for care, and yet I am one who is as 
hawkish on the budget as can be. I know you want to save every 
dollar that you can. But we all have to come up short of short- 
changing the veterans in the process. 

Secretary Principi. I made a commitment to you that Nebraska 
would not get shortchanged. I will ensure that that commitment is 
adhered to. Next week, I happen to be meeting, along with Dr. 
Roswell, the network director that has Nebraska. I will certainly 
ask these questions, and 

Senator Nelson. We were told part of the reason is because, and 
I don’t want to overplay my time, the chairman is quite sharp 
when you do that, but it is because they can provide the care in 
the veterans’ hospital there and it has to be outsourced in Ne- 
braska. But it would seem like we could work out a contractual re- 
lationship that would even out the cost if it is a cost factor because 
it needs to be about the care providing at the closest possible 

Secretary Principi. I am sure there are a number of factors, and 
certainly going in for cardiac surgery, open heart, we certainly 
want to go and make sure the outcomes are good. I mean, that is 
most important. Sometimes it is a little inconvenient to go to one 
of those major cardiac care medical centers, and, of course, cost is 
an issue, but I will certainly look into it and I will get back to you 
personally to make sure that there are reasons or that there will 
be a change, so we can discuss it further. 

Senator Nelson. As always, I appreciate the ability and the op- 
portunity to work with you. Thank you very much. Thank you, Mr. 
Chairman. 

Chairman Specter. Thank you very much. Senator Nelson. 

Senator Jeffords. 

STATEMENT OF HON. JAMES M. JEFFORDS, U.S. SENATOR 
FROM VERMONT 

Senator Jeffords. Mr. Secretary, I would like to thank you for 
coming today and thank you for your leadership over the past few 
years on behalf of veterans. Your job is not an easy one and I ap- 
preciate all you have done for increased funding for the VA over 
the objections from those who don’t want to see any more money 
spent on veterans. I believe we have an obligation to care for those 
who have carried the flag and I would like to see that we continue 
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to hold that banner high. We must not let the banner sag or fall 
by merely meeting the minimal obligations. 

I have a two part question about benefits. First, how does the VA 
plan to notify newly discharged veterans of their benefits? Second, 
in anticipation of the increase in claims submitted by these new 
veterans, please tell me what VA’s current plan is in processing 
veterans’ initial claims. 

Secretary Principi. We are taking as many steps as possible to 
outreach to veterans being discharged. Of course, we have the TAP 
programs. As I indicated, we have done over 3,000 Transition As- 
sistance Programs for military personnel. Well over 100,000 have 
attended those briefings. We engage in other briefings for military 
personnel. Guard and Reservists. We have health fairs. Some 
700,000 veterans attended health fairs this past year. We have bro- 
chures that we mail out. I am sending a letter to all of the recently 
discharged servicemen and women coming back from Iran and Af- 
ghanistan. 

We now have staff on 136 military bases. You know, in the past, 
you had to wait until you were discharged and then you would 
have to find your way to a regional office, maybe 4 or 5 hours’ 
drive. Today, at 136 military bases, you can walk across the street 
from your barracks. You can fill out a claim for disability com- 
pensation or whatever it might be, have an exam right there across 
the street from your barracks, and when you get your discharge pa- 
pers, you get your disability compensation or you get your GI bill 
benefit right away. I mean, I think this is what we have to do for 
our customers, the men and women who served in uniform, bring- 
ing the benefit structure to military bases. 

We have full-time staff now for the first time in history at Walter 
Reed and Bethesda to make sure the wounded who are coming 
back, when they go home on convalescent leave or discharged, they 
are already enrolled in a VA hospital near their home and they 
have been given the claims information so that they can get their 
disability compensation. 

I am sure there is more that we can do. I just don’t want to see 
anybody fall through the cracks, and this is especially meaningful 
to me, because I had two sons serve in Iraq at the same time. So 
I just feel very strongly, personally and professionally. We are not 
perfect. We don’t, of course, ever have all the resources you need. 
I am not saying we do, but I think the President, this Congress has 
treated us very generously and we need to continually strive to do 
better. 

Senator Jeffords. I appreciate that answer. As you know, many 
of us here represent rural States. In the past, the VA has made an 
effort to open community-based outreach clinics to get access to the 
VA for more vets. But in the last 2 years, the VA has had a policy 
of not opening any more clinics. Is there any chance that this policy 
will change? I believe these clinics perform a very useful service for 
veterans and would like to know your answer. 

Secretary Principi. I applaud my predecessor for transitioning 
the VA from a hospital-centric system to a patient-focused health 
care system and I have continued that process. I think I have 
opened probably or directed that we open 170, 190 outpatient din- 
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ics over the past 3 years and I will continue to open outpatient clin- 
ics. 

Of course, we have to balance outpatient clinics and inpatient 
hospitals because we have an inpatient mission as well as an out- 
patient mission, but we need to continually bring health care closer 
to the veteran’s home so that they don’t have to drive long dis- 
tances to get outpatient care in a VA medical center. They can get 
it in a community-based outpatient clinic. 

I think it is a great program. Senator. We have tried to balance 
it and watch it and maybe there has been a slowing down, but we 
will continue to do so. 

Senator Jeffords. Thank you. I thoroughly appreciate what you 
are doing. Thank you. 

Secretary Principi. Thank you. Senator Jeffords. 

Chairman Specter. Thank you very much. Senator Jeffords. 

Senator Rockefeller. 

STATEMENT OF HON. JOHN D. ROCKEFELLER IV, 

U.S. SENATOR FROM WEST VIRGINIA 

Senator Rockefeller. Thank you, Mr. Chairman. 

I want to say what others have said and I want to say it with 
as much or even more feeling, and that is that when you came in 
here to be confirmed, I remember I asked you the question, if you 
came up against something which really bothered you, would you 
go face to face with the President, and he was on “Meet the Press,” 
so you didn’t have time. Before that, you did, in a sense, go face 
to face with the President because you went face to face with the 
budget officials and asked for $1.2 billion more for VA health care, 
which represents a real act of courage and you did it publicly. 

I really commend you for that. It is a gutsy thing to do. This is 
an administration which wants people to be in line, and when 
somebody isn’t in line, they don’t like it, but you decided that you 
were going to put the veterans ahead of this. I really congratulate 
you for that. Secretary Principi, and I think you understand that 
I mean it when I say that. 

As Ben Nelson said. Senator Nelson, we praise you and then we 
ask for things, but that is because you are under a budget. This 
is a national budget. It is not a free health care system, so every- 
thing is always in competition with something else. If you come 
from States like mine, you have to fight. That is what we have al- 
ways done. We have always fought uphill. Arlen Specter knows 
something about that in the western part of his State, and we have 
to do that. 

Now, in the CARES Commission, which hasn’t come out, but 
they are going to and they are going to suggest cutting some beds, 
I am told, from the Beckley VA facility. On the other hand, you 
have recognized, and, in fact, due to your leadership, you have rec- 
ognized that there are some hospitals that because of certain situa- 
tions need to be declared critical care hospitals, critical access hos- 
pitals. 

My understanding is that CARES as a commission does not rec- 
ognize such designations, wherein we have a quandary because I 
need to fight very hard for what is the most isolated part of my 
State. I am not sure how we can do this or if we can do it together 
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or if it can be done, but I am going to try in every way that I know 
how. I can’t do less than that, because, frankly, the majority of our 
veterans come from that part, the coal fields, the steepest moun- 
tains, the poorest counties of West Virginia, which is 1 of 50 States. 

So I ask your attention for that. I don’t necessarily need to have 
a comment from you. I want to have a sense that you hear me loud 
and clear on that, that it is 

Secretary Principi. Senator — oh, I am sorry. 

Senator Rockefeller. Go ahead, please. 

Secretary Principi. I would just say, I had the pleasure to tour 
West Virginia with you. I saw firsthand, as you have experienced, 
the needs of veterans in rural America, in West Virginia. I had the 
privilege of being in Western Pennsylvania with Senator Specter, 
an awful lot of poor people, an awful lot of elderly people, veterans, 
who are lacking health care. So I certainly intend to very carefully 
review the commission’s report, analyze it, and do what is best for 
veterans. 

I know it is going to entail some changes because health care is 
changing and demographics change, and if we don’t change with 
the changing dynamics in health care, I am afraid we will fail 
America’s veterans maybe 10, 15, 20 years from now, because our 
infrastructure has been built up over 150 years. So we just need 
to be mindful of that, but at the same time recognize it is not only 
in large urban areas, but also in rural areas that we have a respon- 
sibility. I just want you to know I am listening and hopefully we 
will make the right decision. 

Senator Rockefeller. Thank you, Mr. Secretary, and I have two 
other questions which I will simply submit for the record. I thank 
you, sir, and I thank the chairman. 

Chairman Specter. Thank you very much. Senator Rockefeller. 

Mr. Secretary, I have a thick sheet of 19 questions to ask you for 
the record on going into some substantial details. May I inquire of 
my colleagues if they would like another round? 

Senator Graham. I would like to ask two more questions, Mr. 
Chairman. 

Chairman Specter. Senator Murray. Senator Nelson. 

Senator Nelson. Nothing. 

Chairman Specter. Senator Jeffords. Senator Graham, two ques- 
tions. 

Senator Graham. The first has to do with the assumptions in the 
budget. The assumptions, as I read them, are that veterans will 
make $1.3 billion in copayments for their medical care, but only $1 
billion will be collected from insurers who are third party respon- 
sible persons. That results in nearly $2 billion in claims being re- 
jected by those insurers. It is my assumption that if we could do 
better with insurance company collections, that would relieve some 
of the pressures off taxpayers and veterans. What would be your 
recommendations as to what could be done? What role will Con- 
gress play in increasing the percentage of collections made from 
claims submitted? 

Secretary Principi. As you know, we can’t bill Medicare, and 
that is a Finance, Ways and Means Committee, and that has been 
an issue, a longstanding issue with regard to that. But I think that 
Congress can help us with HMOs. I think there is a very signifi- 
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cant amount of resources that we do not collect from HMOs and 
it has been a real struggle. So I think legislation that would some- 
how require HMOs to reimburse us at a certain level, reasonable 
level for billed charges would certainly generate significant reve- 
nues to the VA and that would expand the reach of health care, 
because you said we can keep those dollars. So I would look to that 
area and we will work with you. Senator Graham. 

Senator Graham. If you could give us what you believe would be 
the most effective legislative solution in combination with your ad- 
ministrative action, I would be very appreciative. 

Secretary Principi. Yes, sir. 

Senator Graham. The second question goes back to a hearing 
that was held last week with Secretary Thompson of HHS. We 
were talking about the fact that there seems to be a difference in 
the way in which the VA is currently negotiating pharmaceutical 
prices, whereas Medicare in the recent legislation is prohibited 
from doing so. When asked about this difference. Secretary Thomp- 
son said that Medicare was reluctant to negotiate because it might 
constitute an undue intrusion into the marketplace, i.e., could be 
described as price setting. 

As I understand it, and I know this was true at the VA hospital 
in Miami where I spent a day in November, it is getting better 
than a 50 percent reduction off what would be the drug store prices 
of some $39 million of prescription drugs that they dispense a year. 
Has it been your finding that the VA’s effective use of negotiations 
has constituted an undue intrusion in the marketplace? 

Secretary Principi. No, not at all. I think we have done extraor- 
dinarily well. We have had $1.1 billion in cost avoidance for phar- 
maceuticals over the past 3 years. We rely very heavily, we use a 
lot of generic drugs. Sixty-five percent of the drugs we provide are 
generic. Unfortunately, the brand name drugs, the 35 percent 
brand name drugs account for 92 percent of our costs. 

So I think a combination of factors of how we procure pharma- 
ceuticals, how we manage them, our formulary, I think that it has 
worked very, very well for our nation’s veterans and for the Amer- 
ican taxpayer. 

Senator Graham. I would urge you to consider having that con- 
versation with Secretary Thompson because there is tremendous 
savings for the taxpayers and Medicare beneficiaries if his agency 
would use the same techniques that the VA has done, and I would 
hope that he would be authorized and encouraged to do so. 

Let me ask just one short follow-up question. Are there any other 
areas in which the VA could use authority to negotiate to reduce 
costs? 

Secretary Principi. Nothing comes to mind at the moment. Sen- 
ator Graham, but I would appreciate the opportunity to advise you 
in writing. 

Chairman Specter. Thank you very much. Senator Graham. 

Senator Murray. 

Senator Murray. Thank you, Mr. Chairman. I appreciate the ac- 
commodation. 

Mr. Secretary, I am really concerned that this budget request is 
low for major medical construction and it goes back to the CARES 
process, where we were told that we will get $5 billion in new fa- 
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cilities for our veterans. Veterans were asked to accept some pretty 
significant changes to their health care system today in exchange 
for a future promise of funds for new clinics and hospitals and fa- 
cilities in the future, and I don’t think this budget request even 
comes close to meeting the CARES promises for new facilities. 

One of the areas that is slated for a new clinic is in Central 
Washington in my home State, and I am concerned that the $5 bil- 
lion promise in new facilities is an empty promise and at the very 
least this budget sets us behind in meeting the CARES promise. 

Can you comment on this, and specifically whether the adminis- 
tration, do you believe, will request adequate funding for the 
CARES initiative? 

Secretary Principi. Yes, Senator. The construction portion of 
CARES has always been viewed as a 5- to 7-year effort, that would 
not all be funded in the first year. I really do believe that we have 
put forth a good down payment. It would be misleading to say we 
have all we need, but we have doubled the CARES money from 
$280 million to $540 million for 2005. We have increased major 
construction, I think, from about $180 to, what, to $382 or $362. 
So I think we are moving in the right direction and it will take ad- 
ditional funding in the out years to do what I hope to approve in 
the next couple weeks. 

Senator Murray. You can understand why people are really con- 
cerned. They are giving up a lot today on the hope that something 
big is going to happen tomorrow, and we have seen with budget 
deficits and cutback programs that that doesn’t necessarily occur. 

Secretary Principi. Well, I think CARES is a very, very high pri- 
ority and I certainly think so in the outpatient clinic arena, so 

Dr. Roswell. If I could. Senator Murray, we have actually an- 
ticipated the CARES report, though we were unable to anticipate 
the specific recommendations. But to make sure that we are pre- 
pared, we have identified 41 projects for which we have begun the 
advanced planning. This would put them in a State of readiness so 
that when the Secretary makes a decision, those 41 projects, which 
we believe are the highest priority, would be ready to go into the 
design phase. That design phase requires 10 percent of the total 
project cost up front, or the typical cost is 10 percent. 

So even though it is a small amount of money, you are absolutely 
right that the promise has to go to $4.6 or $5 billion. We believe 
that the amount of money that will be available to the Secretary 
in fiscal year 2004 and 2005 will be sufficient to get this thing 
jump-started with the expectation that the monies must follow 
after that. 

Senator Murray. Let me just ask a quick question and make a 
comment. Mr. Secretary, on December 6, President Bush signed the 
Veterans’ Health Care Capital Assets and Business Improvement 
Act. There was a section in that, 231, requiring the VA to develop 
a plan for meeting the future hospital care needs of veterans who 
live in North Central Washington State. I know that that report is 
not due back until April 15, but I would like to know whether you 
have people who are conducting that study and whether or not my 
staff can be a resource to you as you do that. 
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Secretary Principi. I assume they are, Senator. I don’t know for 
certain, but I will certainly get back to you and make sure that is 
done. 

Senator Murray. Would you let me know on that? 

Secretary Principi. Yes. 

Senator Murray. And finally. Dr. Roswell, my colleague. Senator 
Cantwell, and I sent you a letter on December 19 regarding our 
continued belief that the CARES initiative has not properly consid- 
ered the current and future needs for veterans’ health care service 
in VISN 20 . We noted a number of things, including the relatively 
young veterans population as well as the low-market penetration 
in our home State. We just sent 3,500 troops off yesterday to Iraq 
from my State. We know we are going to have some of those new 
veterans back in our State and we want to make sure that this is 
part of that. I know you have the letter. I have a copy of it today, 
but I was hoping that we could get an answer back on that as 
quickly as possible. 

Dr. Roswell. We will do everything we can. Senator, to get you 
a prompt response. 

Senator Murray. Thank you. Thank you, Mr. Chairman. 

Chairman Specter. Thank you very much. Senator Murray. 

Thank you. Secretary Principi, and thank you, gentlemen, for ac- 
companying the Secretary. You have heard praise on your efforts. 
We recognize the work that you are doing. You have also heard a 
great many concerns about the ability of the Veterans Administra- 
tion to deliver the necessary care within the confines of the budget. 

We would encourage you, Mr. Secretary and the others, to ex- 
plore the Medicare subvention, or as you term it VA Advantage, 
and the insurance premiums and Category A. We hope there will 
be some way to not bar them from coverage. 

We now turn to our next panel, the veterans’ service organiza- 
tions, and ask Mr. Peter Gaytan, Mr. Paul Hayden, Mr. Rick 
Surratt, Mr. Richard Fuller, and Mr. Richard Jones to come for- 
ward. 

Thank you very much for coming, gentlemen. We have been 
asked to change the order to some extent because this distin- 
guished group of witnesses has already had the wisdom to divide 
up the topic so as to make their words most effective. We regret 
the limitations on time, but that is one of the problems here in the 
Capitol, as you know. 

Our first witness is Mr. Peter Gaytan, Principal Deputy Director 
of Veterans Affairs and Rehabilitation in June 2002 for the Amer- 
ican Legion. He has a long, distinguished resume which we will 
have included in the record, but in the interests of time, may the 
record show a dismissive gesture from Mr. Gaytan to get on with 
the business at hand. So the floor is yours, Mr. Gaytan. 

Mr. Gaytan. Thank you, Mr. Chairman, and thank you for the 
opportunity to express the views of the 2.8 million members of the 
American Legion. 

Chairman Specter. I am going to have to interrupt you at the 
very outset because I have to excuse myself for a few minutes. I 
wonder in advance of your opening statements. Senator Graham, 
if we might yield to you for a round of questions if you would like. 
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I will only be a few minutes, but I am going to have to have a brief 
adjournment of the meeting. 

Senator Graham. Or would you like to start the statements? You 
want to be here for the statements? 

Chairman Specter. I want to be here for the statements, but if 
you would like to question. 

Senator Graham. OK. Thank you. 

Chairman Specter. Senator Graham will proceed. He knows 
what to ask even though he hasn’t heard your opening statements. 

[Laughter.] 

Senator Graham [presiding]. Thank you, gentlemen. We look for- 
ward to your statements, and as soon as the Chairman is able to 
return, we will turn to you. This is a little bit out of order, but let 
me ask a question that has been already discussed, and that is the 
potential for Priority 7 and Priority 8 veterans to not come to VA 
due to the $250 user fee and the increase in drug copayment from 
$7 to $15. 

What group of veterans do you think will be most affected by 
this, and what are the likely effects? 

Mr. Gaytan. Well, sir, let me just State that the American Le- 
gion has opposed the restriction of enrollment for Priority Group 8 
veterans since it was announced last Januaiy, a year ago January. 
We also adamantly oppose the provisions in the 2005 budget re- 
quest that would implement a $250 enrollment fee for Priority 
Group 7s and 8s. We also oppose the increase in copayments for 
pharmaceuticals and the increase in copayments for outpatient 
care. 

Mr. Fuller. Senator Graham, I am Richard Fuller with Para- 
lyzed Veterans of America. We, too, have opposed the increases in 
the fees, and what we basically have been seeing over the past sev- 
eral years is that the administration constantly proposes increasing 
the costs of health care on the backs of veterans, and more and 
more they are relying on these fees as part of their appropriations 
process to reduce appropriations and have one veteran paying for 
the health care of another veteran out of his own pocket. 

We also find it interesting that they keep lumping Category 7s 
and Categoiy 8s together by implicating that the Category 7s are 
somehow high-income veterans, whereas, this committee and the 
Congress a couple of years ago created that particular category to 
be able to capture people who fell just above the nationwide low in- 
come level but who lived in geographic areas of higher cost. 

Category 7 veterans are basically low-income Category 5 vet- 
erans in some people’s minds and in our minds, as well. To think 
that they can afford to pay these costs and user fees and copay- 
ments in the same fashion as, say, some high-income veteran in 
Category 8 can, we find rather implausible. 

Senator Graham. What is the range of income for a person who 
is designated as a Category 7? 

Mr. Fuller. The range is based on a HUD low-income index, 
which is really rather complicated, but HUD has been using it for 
gauging low-income housing payments. It varies from, actually 
from what I understand, even from county to county in the United 
States. But it is a formula and it is very easy to plug into that for- 
mula and find out what the income levels are. 
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Senator Graham. In my opening statement, I made the state- 
ment that Category 7 went as low as $24,000 a year. Is that 

Mr. Fuller. Twenty-four thousand is the national threshold if 
you are just looking at what the base means test is. Now, if you 
lived in Miami or you lived in San Francisco or Brooklyn, New 
York, I haven’t seen the actual scales and studied them that closely 
myself, but you could get up to maybe $27,000, $28,000, something 
of that nature, but you are not going to be considered rich by any 
stretch of the imagination. You are basically going to be considered, 
if you are faced with a catastrophic illness, as medically indigent. 

Senator Graham. If I could move on to another question, and 
thank you for your comments on that first question, this is the 
issue of claims processing. This has been a very big issue in my 
State, where there has been a history of long delays. 

It is my understanding that this budget calls for cutting the 
claims processing staff nationwide by some 500-plus persons. I 
would be interested in what your assessment of the likely impact 
of that reduction would be and what do you consider to be the min- 
imum appropriate level of claims processors in order to meet the 
demands and reduce the backlog on claims that have already been 
filed? 

Mr. Surratt. Senator, as you know, the VA has been struggling 
with claims backlogs for years. With some focus on fixing their defi- 
ciencies and some additional resources from the Congress, they 
made some gains. But I think VA’s own budget projections speak 
for themselves here. 

We just finished fiscal year 2003, so that makes a good compari- 
son with what they are asking for for 2005. Compensation claims, 
the VA projects they will have 178,966 more in 2005 than they had 
in the fiscal year we just completed, yet they are reducing staffing. 
Now, 2004 has a reduced staffing and 2005 goes even below that. 

Education, in the education department, they are going to have 
10 percent more claims in 2005 than we had last year, some 
51,000. Yet again, they propose cutting the budget. It is the same 
way with voc rehab. They anticipate more claims and they just had 
a task force that is about to report, and if those task force rec- 
ommendations are implemented, VA will get more into the employ- 
ment business. It is vocational rehabilitation and employment, but 
they have very few people devoted to actual employment now for 
veterans. 

So finding increased efficiencies to stay even is one thing. That 
is a challenge. But finding increased efficiencies to do more with 
less, that is — I guess that is the kind of magic we see in Wash- 
ington sometimes in budgets, but it doesn’t seem realistic. We have 
made specific FTE recommendations and I have covered those in 
my written statement. But essentially, for most of the services, we 
have recommended that they keep their — that they have the fiscal 
year 2003 level. I think we ask for 200 more FTE in vocational re- 
habilitation and employment. 

Mr. Gaytan. Sir, if I may for the American Legion, we are very 
concerned about the wait times for benefit claims. We understand 
the mandated quotas implemented by the Secretary last year and 
it has improved some of the wait times and reduced the backlog of 
benefit claims. But we are cautious in this hurried rush to adju- 



34 


dicate claims in that we don’t want to reduce the quality of the 
claims as they are processed the first time. We don’t want them to 
have to come back as remands, and some of those will be going 
back as remands as these claims adjudicators are trying to meet 
these production quotas. We must be conscious that faster is not 
always better. We need the quality in the claims in the first proc- 
ess before they are sent back as a remand. We do not agree with 
reducing the number of FTEs to adjudicate these claims. 

Senator Graham. It has, again, been my experience in Florida 
that there is a relationship between the number of claims and the 
staff deciding the claims and then the percentage of those claims 
that denied and then appealed. I think it is the old adage that an 
ounce of prevention is worth a pound of care. If you do a good job 
at the front end, then you are less likely to have to replicate it. 

Let me raise a question that I asked the Secretary about, and 
that has to do with the fact that apparently there are approxi- 
mately $3 billion in annually claims sent to private insurance car- 
riers. I have been told that since the VA can’t bill Medicare, none 
of that is Medicare related, and we are recovering now about $1 
billion. I asked if there were any steps that the secretary thought 
VA could take to increase that level of recovery so as to loosen or 
reduce the demand on veterans for paying things like the $250 en- 
rollment fee in order to make up the difference in claims that are 
not collected. Do any of you have any thoughts about that or sug- 
gestions? 

Mr. Fuller. Senator, historically, VA has done a very poor job 
in trying to collect these third-party reimbursements, as they are 
known. They are getting better. There are institutional challenges, 
however, which makes it difficult, if not impossible, for them to col- 
lect from, as the Secretary said, from HMOs and people who they 
need to negotiate and establish rates and exchange with. I believe 
that we have been discussing it for several years, that this problem 
existed and ought to be addressed undoubtedly through legislation 
and we were glad to hear that the Secretary thought so too so per- 
haps that can help. 

On the Medicare side, VA, of course, has been subsidizing Medi- 
care for years and to great, great savings to the Medicare Trust 
Fund. There are difficulties involved in opening that door back up, 
not only institutional but also from the standpoint that every time 
we think of some way to fund VA health care from non-appro- 
priated funds, what happens is that 0MB offsets the appropriation 
by those collections the next year, so it is just a pass-through of 
money from one side to the other and is a constant battle. 

As we state in The Independent Budget — this is The Independent 
Budget for 2005, which was provided to all of you which we will 
be addressing here today. The Independent Budget has never 
counted the collections as being part of the funding mechanism for 
VA health care. Some people have said this is rather unrealistic, 
but we want to keep a pure marker as to what the appropriated 
dollar need is for the Congress to be aware of and not have the 
budget obscured by the fact that the collections are becoming an in- 
creasingly larger amount of the total that the Administration is 
asking for. 

Senator Graham. Any other comments on my question? 
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Mr. Jones. May I retract the question, Senator? My concern is 
with the decision to han Priority 8’s access to VA hospitals. It was 
suggested when it was done, the year it was done, that the cost 
savings would be about $340 million by deiwing access. In the 
same year, we rescinded from the VA budget $225 million and we 
rolled over $650 million. Yet the decision was made that we didn’t 
have enough money. 

If we did not roll over $650 million and kept that in the medical 
care system, that money would have provided access to over 
300,000 veterans. That is more than was estimated by the VA that 
came to VA looking for access but were barred. They estimated it 
at 167,000. I am concerned about that. 

VA says that the average cost of the priority veterans is about 
$2,500 a year, and yet we have rolled over $600 million, we have 
rescinded $225 million, and we saved $339 million by barring their 
access. That is one of the things that concerns me, the decision- 
making. 

I think the law says that an assessment is supposed to be made 
with regard to the resources available. It seems that the decision 
is being made prior to resources being provided or even to re- 
sources being suggested. I am concerned about this. I am concerned 
about the law. I am concerned that money that is available isn’t 
being used. 

The Congress is generous. Your generosity was spoken about ear- 
lier today, 11 percent-plus increase, far, way and above, what the 
President has suggested. But the money isn’t being used. It is 
being rolled over. The estimate for fiscal year 2005 is at $800 mil- 
lion that we rolled over into fiscal year 2005’s budget from fiscal 
year 2004. 

That is just what I wanted to say. 

Senator Graham. Let me move to a related subject, and that is 
access to prescription drugs. In the questions to Secretary Principi, 
I indicated the very significant savings that veterans secure by get- 
ting access to prescription drugs through the VA as opposed to 
through normal channels. 

One of the barriers for veterans getting access to prescription 
drugs is that VA requires an independent evaluation of the patient 
before the VA will make prescription drugs available to them, even 
though a non-VA provider has authorized a prescription. Of course, 
this restriction on Category 8 veterans getting access to health care 
means that they are also losing their access to the less-expensive 
prescription drugs. 

Is that an accurate assessment of the situation, and what do you 
think are the policy rationales of requiring veterans to have a sec- 
ond physical before they can get prescription drugs? 

Mr. Fuller. Historically, Senator, we have taken the position 
with an argument along these lines, that the VA health care sys- 
tem is a health care provider. It historically has been a provider 
of health care from the standpoint they want to have control over 
the patients, the patients’ care, and what the patient is prescribed 
from the standpoint of both quality and medical interactions. 

The concept of veterans taking prescriptions from private physi- 
cians to the VA changes the role of the VA in a way that it becomes 
not a provider but it becomes a drug store. It loses control over 
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that particular patient as being able to find out if there are com- 
plications in mixes of other prescriptions and other types of care 
that the individual might be getting. 

Indeed, it does cost money to be able to put these people into the 
system and examine them, but at the same time, I believe the Sec- 
retary a couple of years ago testified over on the House side that 
the cost of everybody going to the VA to get their prescriptions 
filled at such a modest rate would be in the neighborhood of $4 or 
$5 billion a year. You would be shifting a major part of VA costs 
from being a health care provider to being a prescription provider. 

Of course, if 0MB wants to provide that $4 or $5 billion, we 
would love to have the VA turned into a pharmacy, but I can’t 
quite see that money coming across when they aren’t funding the 
health care system side adequately right now. 

Senator Graham. Any other comments on that issue? 

Mr. Jones. We know the Secretary did lift the ban earlier last 
year in order to address the waiting list problem. I haven’t seen 
any costs of that or any studies or reports as to what happened. 
As you recall, the Secretary trying to address the waiting list of- 
fered the opportunity for those who had been on the waiting list 
for greater than 6 months an opportunity to bring their prescrip- 
tions to VA and have them filled if the prescription had been writ- 
ten by a private doctor. 

That, I believe, has been suspended at the time, but there was 
a brief time, a brief moment last year the Secretary used exactly 
what you are suggesting might be used and perhaps some data 
could be gained from requesting the Secretary to submit a study 
or some results from that activity. 

Senator Graham. To me, one of the ironies is that the typical 
veteran over the age of 65 prior to going to the VA probably was 
getting most of his or her health care financed through Medicare 
at a Medicare-approved physician. The Federal Government is pay- 
ing for that cost through Medicare. Now the veteran comes to the 
VA and is required to spend more Federal money to get an exam- 
ination before they can get prescription drugs in VA. There needs 
to be some better coordination, both for the benefit of the veteran, 
who shouldn’t have to wait 6 months to get access to prescription 
drugs, and for the taxpayers, who shouldn’t have to pay twice to 
do the same essential examination of the patient. If anybody has 
any suggestions about how to do that better, I am sure we would 
all be interested. 

Another issue is funding for medical research. VA historically 
has not only provided a great service to American veterans, but to 
health care literally on a global scale by the quality of its medical 
and prosthetics research. That budget is now being suggested to be 
reduced by $50 million, which equates to 149 research projects and 
500 VA employees. VA has indicated that the area of those lost 
projects will include aging, cancer, and heart disease research. 

How do the organizations that represent veterans, what value do 
you put on VA’s research budget? 

Mr. Gaytan. Sir, on behalf of the American Legion, we are very 
concerned about the proposed cuts in the budget for research fund- 
ing. Not only as you mentioned have the historical research advan- 
tages created through the VA benefited the veterans who seek their 
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health care at the VA, it has also henefited all Americans nation- 
wide. 

In addition to those benefits that are accrued the research that 
is carried forth in the VA, there is also the key factor of the affili- 
ations, the medical schools that are affiliated with the VA who 
carry out some of these research projects through the VA facilities. 
Last year, the American Legion initiated a “System Worth Saving,” 
where our National Commander visited over 60 VA medical cen- 
ters, and one of the areas he tried to focus on was the affiliations 
and the partnerships between the medical schools and the VA fa- 
cilities and exactly how much the VA facilities benefited through 
these affiliations, through volunteers, through students, and main- 
ly through the research, and the American Legion fears this de- 
crease in funding for research and the detrimental effects it will 
have on not only the veterans who seek care at the facilities, but 
patients nationwide. 

Mr. Fuller. Senator, on behalf of Paralyzed Veterans of Amer- 
ica, we were actually astonished at this budget request. This is to- 
tally unprecedented. Granted, as we have seen the administration 
and Congress almost double funding for NIH research, the VA re- 
search program sort of limps along with little increases every year 
of $5 or $10 million or something of that nature. But to swoop in 
in one stroke and to call for a reduction of $50 million, which we 
anticipate in both the grant money and the indirect support fund- 
ing, would reduce VA research back to 1999 levels. 

When you are talking about losing 500 researchers, you are not 
talking about guys and gals who are just sitting in a laboratory. 
These are clinician researchers. These are doctors and nurses who 
work certainly in the laboratory doing research, but they are also 
there at the VA treating a veteran patient and this would be a 
stunning loss to a program which has received Nobel prizes and 
then TOP awards both nationally and internationally and we cer- 
tainly hope that Congress can do something to set this straight. 

Mr. Jones. We agree. Senator. The research is clinical research. 
It is applied to veterans almost immediately on discovery. It is not 
theoretical or basic research, and that is one of the marks that 
makes the difference between VA research and National Institutes 
of Health research. It is applied at the base where delivery of 
health care is done. So it is an important element and could have 
adverse effects on the health of veterans. 

Senator Graham. If I could move to another issue. The Inde- 
pendent Budget raises some questions about VA’s proposal for 
achieving management efficiencies. In this budget, those effi- 
ciencies are projected to result in a cost reduction of approximately 
$1 billion. 

Based on previous VA management efficiency programs, what do 
you think might result from the one that is suggested in this budg- 
et in terms of service to beneficiaries, cuts to employees, and reduc- 
tions in particularly specialty programs? 

Mr. Fuller. When you look at a figure that large. Senator, of $1 
billion, and you figure that the VA appropriation, the largest 
amount of it is in domestic discretionary funding, and the cost of 
VA health care is basically based upon the cost of FTE, of people, 
certainly there is equipment and construction and all those other 
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things, but where you achieve the savings are through people. And, 
if you have to cut people, then you are cutting services to veterans 
and you are cutting both the quantity of the services you can pro- 
vide but also the quality of those services. 

This, as you well know, is a standard trick of all administrations 
in every annual budget to try to force imaginary and unrealistic 
management efficiencies as just being part of their bottom line and 
they are never achieved. 

Senator Graham. This is especially true in my State, but it is 
also a national phenomenon that the veteran population is aging. 
My own brother, who was a radar operator on a B-29 in the Sec- 
ond World War, just had his 80th birthday. How well prepared do 
you think VA is for this increasingly older population in areas such 
as providing community care so that veterans don’t have to be un- 
necessarily institutionalized, and where they do require institu- 
tionalization, having facilities that will be appropriate to their 
needs and provide a quality of service? 

Mr. Gaytan. I can say the American Legion is very concerned 
with the budget proposal that would reduce long-term care beds. 
We support first meeting the mandates of the Millennium Health 
Care Act, which they aren’t doing, but then aside from not reaching 
those goals, to propose a budget that would reduce long-term care 
beds which are going to be needed by that very population of vet- 
erans that you mentioned, those aging veterans who are turning to 
long-term care, and when the VA can’t supply it, then they are of- 
fering a budget that reduces the existing long-term care beds. The 
American Legion is very concerned that VA will be unable to meet 
the mandate of these aging veterans as they turn to long-term 
health care to the VA. 

Mr. Fuller. From PVA’s standpoint, of course, long-term care 
issues are our great interest and a necessity of all our membership. 
Of course, the last thing in the world we want for anyone, any per- 
son with a disability, is to be institutionalized if there is an alter- 
native to that institutionalization. 

That being said, of course, we have no real direct long-term care 
policy in the United States, either in the public or private sector, 
and it is one of the embarrassments for our country, when we com- 
pare our system with other countries of the world. 

The VA could serve as the most shining example of how to put 
together an enlightened long-term care policy if they would provide 
the resources to do it. The Congress and this Committee required 
the VA a couple years ago by statute to maintain a floor for the 
number of nursing home beds. They have ignored that statutory re- 
quirement and this particular budget calls for a reduction of 5,000 
nursing home beds. They claim, on the other hand, that they are 
going to be increasing their home and community-based programs, 
which is admirable, but, of course, they never really meet the tar- 
gets that they say that they are going to meet. You wind up with 
a gap in the middle of services between inpatient and home and 
community-based programs. There really ought to be a way for the 
Congress to — and you have done yeoman work in this committee in 
trying to force the VA into doing the right thing as far as long-term 
care is concerned, but we have got a long way to go, still. 
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Chairman Specter [presiding]. Senator Graham, thank you very 
much for holding the fort and thank you for your patience and the 
fact that you have been patient. It is hard to get our time to any 
extent, as you have found out, but now we will begin the testimony. 

Mr. Gaytan, I had introduced you, so if you will proceed. 

STATEMENT OF PETER S. GAYTAN, PRINCIPAL DEPUTY 

DIRECTOR, VETERANS AFFAIRS AND REHABILITATION, 

THE AMERICAN LEGION 

Mr. Gaytan. Thank you, Mr. Chairman. The American Legion, 
as you know, continues a proud tradition of advocating for funding 
to ensure America’s veterans receive the health care and benefits 
they have earned through their honorable service to this country. 
As American service members continue to fight for our freedom in 
a number of countries worldwide, it is the responsibility of this 
Congress to provide a budget that will allow VA to fulfill its mis- 
sion. 

In the fiscal year 2005 budget request, there is a continued em- 
phasis on the treatment of the core mission veteran population. 
The term “core mission veteran population” does not appear in 
Title 38. In 1998, eligibility reform ensured all eligible veterans 
could seek health care through VA, not simply those designated as 
the core mission veteran population. Since then, we have seen VA 
shut its doors to Priority Group 8 veterans. 

Tailoring the patient population to meet the budget was not the 
intent of Congress when VA eligibility was reformed. The American 
Legion urges this committee to fund VA at a level that will ensure 
all veterans have access to the VA health care system. The VA 
budget must reflect the true demand for care. 

Today, veterans continue to suffer as a result of a system that 
has been routinely underfunded, is now ill-equipped to handle the 
large influx of veterans waiting to use their services. Veterans con- 
tinue to experience long waiting times for medical appointments as 
well as long waiting times for claims adjudication. 

The American Legion applauds Secretary Principi for his efforts 
to reduce the extreme backlog of patients waiting to receive care 
at VA facilities and we urge VA to continue to implement practices 
that will eliminate the backlog systemwide. 

Last year, as I mentioned earlier, the American Legion initiated 
the “System Worth Saving” initiative. National Commander Ron 
Conley visited 60 Veterans’ Affairs medical centers, and so far this 
year, a team of Legionnaires has visited more than 30 facilities. We 
are learning that one of the main issues of concern is the increased 
medical care collection fund targets. Medical center directors are 
concerned over the significant increases in their medical care col- 
lection fund goals and what impact the restriction on enrolling any 
Priority Group 8 veterans will have on their ability to meet these 
goals. 

The American Legion shares their concern and we are also con- 
cerned about the impact of certain proposals included in the fiscal 
year 2005 budget request. The American Legion opposes the con- 
tinuation of the suspension of enrollment of new Priority Group 8 
veterans. Denying veterans access to VA health care, particularly 
while the Nation is at war, is the wrong message to send, not only 
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to the members of the all-volunteer force, but also to the young 
men and women who may be considering a life of service in the 
U.S. Armed Forces. 

The American Legion also opposes the implementation of a $250 
annual enrollment fee for non-service connected Priority Group 7 
and 8 veterans. The American Legion would urge Congress to once 
again reject this proposal, just as it did last year. While the Amer- 
ican Legion applauds the initiative to exempt any hospice care 
from copayments and to exempt former POWs from copayments for 
extended care services, we do not support increasing the pharmacy 
copay from $7 to $15. 

Additionally, the American Legion opposes the proposed regu- 
latory change that would increase outpatient primary care copay- 
ments from $15 to $20. The American Legion would rather VA seek 
reimbursement from CMS for all enrolled Medicare-eligible vet- 
erans being treated for non-service connected medical conditions 
before they try to balance the budget on the backs of Priority 
Group 7 and 8 veterans. 

The American Legion is very concerned with the proposed reduc- 
tion in long-term care beds, as I mentioned earlier. VA must meet 
the mandates of the Millennium Health Care bill, and eliminating 
long-term care beds is not the answer. 

The American Legion recommends $30 billion for VA medical 
care without the inclusion of MCCF collections. The American Le- 
gion continues to advocate for all MCCF collections to be added to 
the budget numbers and not be treated as an offset to the budget. 

Regarding Veterans’ Benefits Administration, the American Le- 
gion is committed to ensuring VA will adjudicate veterans’ claims 
fairly and impartially within a reasonable amount of time, and I 
think I expressed that during our Q and A earlier. 

The American Legion is pleased, however, with the fiscal year 
2005 budget request proposal to address the influx of claims result- 
ing from returning service members from Operation Enduring 
Freedom and Operation Iraqi Freedom. These deserving veterans 
should not be told to wait in line when turning to VBA. 

Chairman Specter. Mr. Gaytan, would you mind summarizing? 

Mr. Gaytan. Yes. 

Chairman Specter. You are 50 percent over time now. 

Mr. Gaytan. Yes, sir. I apologize. I just want to mention or reaf- 
firm the American Legion’s support for mandatory funding. We 
fully support designating VA medical care as a mandatory funding 
item within the Federal budget. 

I apologize for extending my time and I appreciate your patience. 

Chairman Specter. Thank you. Thank you very much, Mr. 
Gaytan. 

[The prepared statement of Mr. Gaytan follows:] 

Prepared Statement of Peter S. Gaytan, Principal Deputy Director, 
Veterans Affairs and Rehabilitation, the American Legion 

Mr. Chairman and Members of the Committee: 

Thank you for this opportunity to present the views of the 2.8 million members 
of The American Legion regarding the Department of Veterans Affairs’ (VA) fiscal 
year (FY) 2005 budget request. The American Legion continues to advocate ade- 
quate funding levels to ensure America’s veterans receive the health care and bene- 
fits they have earned through their honorable service to this country. As America’s 
soldiers, sailors, airmen, and Marines continue to fight in more than 130 countries 
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worldwide, this Nation must fulfill its obligation . . to care for him who has borne 
the battle, and for his widow and his orphan.” 

In the fiscal year 2005 VA budget request, there is a continued emphasis on focus- 
ing resources for medical treatment of the core-mission veteran population. The 
term core-mission veteran population does not appear in Title 38, United States 
Code. In 1996, Congress passed VA eligibility reform legislation. It was not until 
1998 that VA finally established the rules to enforce the statute. Eligibility reform 
ensured all eligible veterans could seek health care through VA, not simply those 
designated as the core-mission veteran population. Tailoring the veteran population 
to meet the budget was not the intent of Congress when it reformed access eligi- 
bility. The American Legion believes VA must Be funded at a level that will ensure 
all eligible veterans have access to the VA health care system. The VA budget must 
reflect the true demand for care. 

Once again, the Administration attempts to place the burden of financing VA 
health care on the backs of veterans. The fiscal year 2005 budget request contains 
provisions that would increase prescription co-payments and create an annual en- 
rollment fee. These legislative initiatives target those Priority Group 7 and 8 vet- 
erans who are currently enrolled in the system. At the same time, VA continues to 
deny enrollment of any future Priority Group 8 veterans who could help shoulder 
this burden. These are the very veterans required to pay VA’s co-payments and 
make third-party reimbursements for their health care. Rationing health care to 
America’s veterans is not the solution to VA’s accessibility crisis. The American Le- 
gion supports repealing the suspension of enrollment of Priority Group 8 veterans. 

We applaud the Administration efforts to alleviate co-payments for veterans re- 
ceiving hospice care and former prisoners of war. The American Legion supports 
provisions within the budget request that would increase the income threshold from 
the Pensions level of $9,894 to the aid and attendance level of $16,509 for certain 
Priority Group 2-5 veterans. This would help reduce the pharmacy co-payment for 
those veterans struggling to meet the sky-rocketing cost of health care. 

In addition. The American Legion supports provisions to allow VA to pay for 
emergency room care at non-VA facilities for enrolled veterans. This will prevent 
any delays in treating life threatening injuries or illnesses for enrolled veterans not 
in close proximity to a VA facility. During visits to VA facilities under The American 
Legion’s “System Worth Saving” initiative, Past National Commander, Ronald 
Conley discovered many VA facilities operated under a “divert” policy that imperiled 
veterans by denying them immediate access to health care. 

The American Legion is equally concerned with VA’s continued efforts to create 
the new “VA Advantage” Medicare plan that would offer limited health care services 
to Priority Group 8 veterans 65 or older with Medicare Part B. Keep in mind that 
only nonservice-connected veterans who fall above the geographical means test and 
are Medicare-eligible will be considered under this proposal. Priority Group 8 vet- 
erans who are not Medicare-eligible will simply continue to be denied access to VA 
medical care. 

Indian Health Services and TRICARE for Life are classic examples of effective 
Medicare and Medicaid Federal partners. Since over half of VA’s enrolled patient 
population are Medicare-eligible veterans, The American Legion strongly believes 
Congress should consider passing legislation to ensure VA is reimbursed for treat- 
ment of Medicare-eligible veterans for allowable, nonservice-connected medical con- 
ditions. 

The fiscal year 2005 budget request must provide an adequate level of funding 
to eliminate the backlog of veterans waiting to receive care, to meet the needs of 
returning servicemembers who must now receive health care from VA, and to once 
again allow Priority Group 8 veterans to receive timely access to quality VA medical 
care through the very system created to meet their unique health care needs. 

THE AMERICAN LEGION’S BUDGET REQUEST FOR SELECTED DISCRETIONARY PROGRAMS 
FOR VA IN FISCAL YEAR 2005 

The American Legion strongly recommends Congress provide VA with the fol- 
lowing specified funding in fiscal year 2005: 


Counts 

Budget Request 

Medical Care 

$30 billion* 

Medical & Prosthetics Research 

$445 million 

Construction: 


Major 

$325 million 

Minor 

$255 million 
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Counts 

Budget Request 

state Grants for Extended Care Facilities 

State Grants for Veterans’ Cemeteries 

National Cemetery Administration 

General Administration 

$120 million 
$40 million 
$160 million 
$1.8 billion 


*Third-party reimbursements should supplement rather than offset discretionary funding. 


VETERANS HEALTH ADMINISTRATION 


Medical Care 

Over the past 20 years, VA has dramatically transformed its medical care delivery 
system from a struggling collection of hospitals and homes to an integrated health 
care system of excellence that leads private and other government health care pro- 
viders in almost every measure. The quality of care that is provided through the 
VA health care system is exemplary. However, the quality of care is irrelevant when 
access to that care is impeded. 

Today, there are over 26 million veterans. As more veterans choose to use VA as 
their primary health care provider (over 8 million veterans enrolled or waiting to 
enroll), the strain on the system continues to grow. The American Legion fully sup- 
ported the enactment of Public Law 104-262, the Veteran’s Health Care Eligibility 
Reform Act that opened enrollment in the VA health care system. Many veterans 
who, until this time, were restricted from VA health care in the 1980’s were once 
again able to gain access. Veterans recognize that the Veterans Health Administra- 
tion provides affordable, quality care that they cannot receive anywhere else. 

The astronomical growth of Priority Groups 7 and 8 veterans seeking health care 
at their local VA medical facility resulted in over 300,000 veterans being placed on 
waiting lists regardless of their assigned Priority Group. As mentioned earlier, fiscal 
year 2003 saw the suspension of enrollment of new Priority Group 8 veterans due 
to this growth in enrollees. The American Legion does not agree with the decision 
to deny health care to veterans simply to ease the backlog. Denying earned benefits 
to eligible veterans does not solve the problems resulting from an inadequate budg- 
et. 

The simple fact is VHA does not have the funding needed to treat all veterans 
seeking care from VA. VHA operates under a constant cloud of fiscal uncertainty. 
The fiscal year 2004 VA appropriations battle delayed much-needed funds until 
more than 5 months into the fiscal year. Future spending projections, staffing levels, 
equipment purchases, and structural improvements are all stalled if the funding is 
not a certainty. Delayed funding means delayed services for deserving veterans who 
rely on VA for their care. 

In an effort to provide a stable and adequate funding process. The American Le- 
gion supports mandatory funding for veterans’ medical care, as well as Medicare re- 
imbursement for VA. 

MANDATORY FUNDING FOR VETERANS MEDICAL CARE 

The American Legion believes that health care rationing for veterans must end. 
It is time to guarantee health care funding for all veterans. The American Legion 
has called for the current discretionary funding process, in which VA must compete 
with other agencies for scarce budget dollars, to be replaced by a mandatory funding 
formula for VA medical care. VA must be adequately funded to meet its own growth 
and end intolerable waiting periods. 

For over a decade. The American Legion has advocated allowing veterans to spend 
their health care dollars on the health care system of their choice. The American 
Legion believes the VHA can efficiently expand to meet the health care needs of the 
men and women who have honorably served this Nation in its armed forces — in war 
and in peace. 

When Congress opened access to the VA health care system, many veterans be- 
lieved VA was their best health care option and newly eligible veterans began seek- 
ing care at VA. Since the Centers for Medicare and Medicaid Services (CMS), the 
nation’s largest public health insurance program, does not offer its beneficiaries the 
full continuum of care or a substantive prescription benefit program, many Medi- 
care-eligible veterans chose to enroll in VHA specifically to receive quality health 
care and access to an affordable prescription program. Although the Department of 
Defense’s TRICARE and TRICARE for Life require military retirees to make co-pay- 
ments or pay premiums, they do not provide for specialized care (like long-term 
care) many military retirees may need; therefore, many military retirees chose to 
also enroll for VA care to meet their unfulfilled medical needs. 
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Veterans continue to suffer as a result of a system that has been routinely under 
funded and is now ill-equipped to handle the large influx of veterans waiting to use 
their services. Veterans continue to endure extensive waiting times for medical ap- 
pointments, as well as unacceptably long waiting times for claims adjudication. 

Funding for VA health care currently falls under discretionary spending within 
the Federal budget. The VA health care budget competes with other agencies and 
programs for limited Federal dollars each year. The funding requirements of health 
care for service-disabled veterans are not guaranteed under discretionary spending. 
VA’s ability to treat veterans with service-connected injuries is dependent upon dis- 
cretionary funding approval from Congress each year. 

However, under mandatory spending, VA health care would be funded by law for 
all enrollees who meet the eligibility requirements, guaranteeing annual appropria- 
tions for the earned health care benefits of veterans. 

The American Legion believes it is disingenuous for the government to promise 
health care to veterans and then make it unattainable because of inadequate fund- 
ing. Rationed health care is no way to honor America’s obligation to the brave men 
and women who unselfishly put our nation’s priorities in front of their own needs. 
Mandatory funding for VA health care will help ensure timely access to quality 
health care for America’s veterans. 

Mandatory funding of VA medical care would not prohibit the use of other rev- 
enue streams to meet fiscal obligations, such as co-payments and third-party reim- 
bursements from all health care insurers, both public and private. 

THIRD PARTY REIMBURSEMENT AND MEDICAL CARE COLLECTION FUNDS 

Public Law 105-33, the Balanced Budget Act of 1997, established the VA Medical 
Care Collections Fund (MCCF) and requires that amounts collected or recovered 
after June 30, 1997, be deposited into this fund. The MCCF is a depository for col- 
lections from third party insurance, outpatient prescription copayments and other 
medical charges and user fees. The funds collected may only be used for providing 
VA medical care and services and for VA expenses for identification, billing, audit- 
ing and collection of amounts owed the Government. 

Technically, the MCCF is not considered a Treasury offset because the funds col- 
lected do not actually go back to the Treasury account, but remain within VHA and 
are used as operating funds. Instead, in developing a budget proposal, the total ap- 
propriation request is reduced by the estimate for MCCF for the fiscal year in ques- 
tion. We fail to see the difference in the net effect to the VISN’s and VAMC’s. Offset- 
ting estimated MCCF funds largely defeats the purpose of realigning VHA’s finan- 
cial model to more closely approximate the private sector. The American Legion ada- 
mantly opposes offsetting annual VA discretionary funding by the MCCF recovery. 

Implementation by VHA of the Revenue Cycle Enhancement Plan has a dramatic 
effect on the amount of revenue collected. Resuming in early fiscal year 2002 it has 
resulted in significantly higher receipts than projected. VHA doubled the amount ex- 
pected in fiscal year 2004 from $1.3 billion to 2.1 billion. However, any system can 
stand improving and agency models are available that clearly illustrate the effi- 
ciencies that can be gained through practical application. Considering that VA is 
prohibited from collecting third-party reimbursements from the nation’s largest 
health care insurer — CMS — and the vast majority of VA enrolled patient population 
are Medicare-eligible, VA’s MCCF program has the potential of becoming even more 
effective in the recovery of third-party reimbursements. 

MEDICARE REIMBURSEMENT TO MCCF 

As do all working citizens, veterans pay into the Medicare system without choice. 
A portion of each earned dollar is allocated to the Medicare Trust Fund. Although 
veterans must pay into the Medicare system, they cannot use their Medicare bene- 
fits at any VA health care facility. VA cannot bill Medicare for the treatment of 
Medicare-eligible veterans. The American Legion does not agree with this policy and 
supports Medicare reimbursement for VHA for the treatment of allowable, non- 
service-connected medical conditions of enrolled Medicare-eligible veterans. As a 
Medicare provider, VHA should be authorized to bill and collect allowable third- 
party reimbursements from the Medicare Trust Fund for the treatment of non- 
service-connected medical conditions of enrolled Medicare-eligible veterans. 

Since VA is working with CMS contractors for the purpose of providing VA with 
a Medicare-equivalent remittance advice (MRA) for veterans who are using VA serv- 
ices and are covered by Medicare, the American Legion recommends including all 
Medicare-eligible veterans assigned to Priority Groups 7 and 8. Under the Veterans 
Equitable Resource Allocation (VERA) formula, enrolled Priority Group 7 and 8 vet- 
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erans are not included in the current VERA formula that ultimately results in an 
inequitable distribution in resources. 

The fiscal year 2005 budget optimistically projects a $2.4 billion revenue stream 
attributed to third-party collections, but still supports the suspension of Priority 
Group 8 veterans from enrolling in VA. 

As The American Legion continues to visit VA facilities nationwide as part of the 
“System Worth Saving” initiative, we are hearing first-hand from facility leadership 
of the problems that exist with increased third-party collection rates. During a re- 
cent visit to a VAMC, the facility staff stated that their fiscal year 2004 MCCF col- 
lection goal was “not realistic”. They added that the goal is probably “not attainable 
as long as Category 7 & 8 veterans who bring in the MCCF dollars are excluded 
from using the system”. 

The American Legion recommends $30 billion for Medical Care in fiscal year 2005 
in addition to MCCF collections, as well as eliminating the MCCF offset and author- 
izing VA to collect third-party reimbursements from Medicare for the treatment of al- 
lowable, nonservice-connected medical conditions. 

MEDICAL AND PROSTHETICS RESEARCH 

VA Medical and Prosthetic Research has a history of productivity in advancing 
medical knowledge and improving health care, not only for veterans, but all Ameri- 
cans. VA research has led to the creation of the cardiac pacemaker, nicotine patch, 
and the Computerized Axial Tomography (CAT) scan, as well as other medical 
breakthroughs. Over 3800 VA physicians and scientists conduct more than 9,000 re- 
search projects each year involving more than 150,000 research subjects. 

The VA Medical and Prosthetic Research budget has not kept pace with inflation 
during the past 15 years. It is essential that Congress and the Administration sup- 
port strong medical and prosthetic research programs within VA so that veterans 
and all citizens continue to benefit from the exceptional research capability of the 
Department. 

The American Legion supports adequate funding for VA biomedical research ac- 
tivities. Congress and the Administration should encourage acceleration in the de- 
velopment and initiation of needed research on conditions that significantly affect 
veterans — such as prostate cancer, addictive disorders, trauma and wound healing, 
post-traumatic stress disorder, rehabilitation, and others — jointly with the Depart- 
ment of Defense (DoD), the National Institutes of Health (NIH), other Federal agen- 
cies, and academic institutions. 

The American Legion recommends $445 million for Medical & Prosthetics Re- 
search in fiscal year 2005. 

MEDICAL CONSTRUCTION AND INFRASTRUCTURE SUPPORT 
Major Construction 

Over the past several years. The American Legion has testified on the inadequacy 
of funding for VA’s major and minor construction programs. Buildings continue to 
be neglected and the persistent deterioration results in unsafe environments similar 
to unsanitary conditions discovered at the VAMC in Kansas City, Missouri. Of 
course, those that pay the price of this neglect are the veterans who are receiving 
care at these facilities. 

A 1998 study recommended that VA fund two to 4 percent of Plant Replacement 
Value (PRV) per year to reinvest in new facilities to replace aging facilities. The con- 
clusion of this analysis was that VA’s reinvestment rate of .84 percent was signifi- 
cantly lower than the benchmark of 2 percent. This equates to hundreds of millions 
of dollars that conceivably could be used for major construction projects. Private con- 
sultants have been warning for years that dozens of VA patient buildings were at 
the highest level of risk for earthquake damage or collapse yet funding continues 
to be woefully short of what is actually needed to correct this problem. 

The American Legion supports legislation that would provide $1.8 billion over the 
next three fiscal years to improve, replace, update, renovate or establish facilities 
within the existing VA infrastructure. These funds would be exempt from 38 USC 
§ 8103 (a)(2) which requires enabling legislation for construction procurements in ex- 
cess of $4 million or leases in excess of $600,000 per year. This money would be 
available at the discretion of VA for: 

• Seismic protection; 

• Life safety upgrades; 

• Utility improvements; and 

• Accommodations for disabled persons. 

Facilities eligible for improvements include: 

• Blind rehabilitation centers; 
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• Inpatient and residential programs for seriously mentally ill veterans and vet- 
erans with substance abuse disorders; 

• Physical medicine and rehabilitation activities; 

• Long term care including adult day care, nursing facilities and geriatric re- 
search and education facilities; 

• Amputation care facilities including prosthetics and orthotics and sensory aids; 

• Spinal cord and traumatic brain injury centers; 

• Women’s veterans’ health programs; and 

• Hospice and palliative care facilities. 

The American Legion is concerned that veterans are needlessly being placed in 
harm way within existing VA facilities. There are over 60 patient care and other 
related use buildings in danger of collapse or heavy damage in the event of an 
earthquake. The sorely needed seismic corrections, along with the necessary ambu- 
latory care and patient safety projects, will require a significant increase in funding 
to address VHA’s current major construction requirements. This legislation will go 
a long way toward correcting these deficiencies. 

The American Legion further supports legislation that would authorize the fol- 
lowing major medical construction projects at the amounts specified: 

• Construction of two bed towers to consolidate inpatient sites in inner-city Chi- 
cago at the West Side Division in an amount not to exceed $98.5 million. 

• Construction in Clarke County, Nevada of a multi-specialty outpatient clinic to 
replace the leased Las Vegas ambulatory care center and a satellite office for the 
Veterans Benefits Administration in an amount not to exceed $97.3 million. 

• Seismic corrections to strengthen Medical Center Building 1 at VA health Care 
System at San Diego, California not to exceed $48.6 million. 

• Renovation of all inpatient care wards at the VA West Haven, Connecticut 
healthcare facility at a cost not to exceed $50 million. 

The American Legion recommends $325 Million for Major Construction in fiscal 
year 2005. 


MINOR CONSTRUCTION 

Similar to VA’s major construction program, VA’s minor construction program has 
likewise suffered significant neglect over the past several years. The requirement 
to maintain the infrastructure of VA’s buildings is no small task. When combined 
with the added cost of the CARES program recommendations and the request for 
minor infrastructure upgrades in several research facilities, it is easy to see that 
a major increase is crucial. 

The American Legion recommends $255 Million for Minor Construction in fiscal 
year 2005. 


STATE EXTENDED CARE FACILITY GRANTS PROGRAM 

State Veterans Homes were founded for indigent and disabled Civil War veterans 
beginning in the late 1800’s and have continued to serve subsequent generations of 
veterans for over one hundred years. Under the provisions of 38 USC, VA is author- 
ized to make payments to states to assist in the construction and maintenance of 
State Veterans Homes. Today, there are 109 State Veterans Homes facilities in 47 
states with over 23,000 beds providing nursing home, hospital, and domiciliary care. 
The State Veterans Home Program has proven to be a cost-effective provider of 
quality care to many of the nation’s veterans and this program is an important ad- 
junct to VA’s own nursing, hospital, and domiciliary programs. The Grants for Con- 
struction of State Veterans Home Program provides funding for 66 percent of the 
total cost of building new veterans homes. VA has not been able to keep pace with 
the number of grant applications; and currently there is over $120 million in un- 
funded new construction projects pending. 

Recognizing the growing long-term health care needs of older veterans, it is essen- 
tial that the State Veterans Home Program be maintained as a viable and impor- 
tant alternative health care provider to the VA system. The American Legion sup- 
ports increasing the amount of authorized per diem pa3Tnents (40 percent) for nurs- 
ing home and domiciliary care provided to veterans in State Veterans Homes. The 
American Legion also supports the provision of prescription drugs and over-the- 
counter medications to State Homes Aid & Attendance patients, along with the pay- 
ment of authorized per diem to State Veterans Homes. Additionally, VA should 
allow for full reimbursement of nursing home care to 70 percent service-connected 
veterans or higher, if the veteran resides in a State Veterans Home. The National 
Association of State Veterans Homes and VA should develop mutual planning ef- 
forts, enhanced medical sharing agreements, and enhanced-use construction con- 
tracts with qualified providers. 
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The American Legion recommends $120 Million for the State Extended Care Facil- 
ity Grants Program in fiscal year 2005. 

NURSING HOME CARE 

Except for the occasional congressional initiative to build nursing homes in indi- 
vidual states or congressional districts and some CARES planning initiatives, VA 
has no plans to expand its own nursing home capacity. 

VA has failed to fulfill the promise of its landmark mid-1980’s study, Caring for 
the Older Veteran. That study recommended large increases in both inpatient and 
alternative programs, such as respite, hospice, adult-day and home-based care, so 
that VA could approach the needs of World War II veterans with meaningful, health 
and end-of-life care programs, on both institutional and non-institutional bases. This 
has not been achieved. 

Millennium Act required VA to maintain its in-house NHU bed capacity at the 
1998 level of 13,391. This capacity has significantly eroded rather than been main- 
tained. In 1999, there were 12,653 VA NHU beds, 11,812 in 2000, 11,672 in 2001 
and 11,969 in 2002. VA estimates it will have only 9,900 beds in 2003 and 8,500 
in 2004. VA has claimed that it cannot maintain both the mandated bed capacity 
and implement all the non-institutional programs required by the Millennium Act. 

VA should be required to maintain its nursing home capacity as intended by Con- 
gress. VA must create incentives and receive appropriate funding to maintain its 
NHCU beds rather than abandon them to alternative sources. These beds are a vital 
component of the VA Long Term Care (LTC) continuum of care, and they are essen- 
tial in addressing the needs of the aging veteran population. 

According to VA’s fiscal year 2002 Annual Accountability Report Statistical Ap- 
pendix, in September 2002, there were 93,071 World War II and Korean War era 
veterans receiving compensation for service-connected disabilities rated seventy per- 
cent or higher. The American Legion opposes provisions in the fiscal year 2005 
budget request that would reduce funding for VA nursing homes by $270.5 million 
and reduce staffing by 2,500 full time employees. VA should comply with the intent 
of Congress to maintain an adequate LTC nursing home capacity for those disabled 
veterans who are in the most resource intensive groups; clinically complex, special 
care, extensive care and special rehabilitation case mix groups. The Nation has a 
special obligation to these veterans. They are entitled to the best care that the VA 
has to offer. 

CAPITAL ASSET REALIGNMENT FOR ENHANCED SERVICES (CARES) 

The CARES process was designed to take a comprehensive look at veterans’ 
health care needs and services. However, because of problems with the model in 
projecting long-term care, domiciliary, and outpatient mental health care needs into 
the future, specifically to 2012 and 2022, these critical health care services were 
omitted from the CARES planning. An extensive look, such as that proposed by the 
CARES initiative, cannot possibly be accomplished when an assessment of need for 
those services is missing from the process. 

The Draft National Plan contains several proposals to realign campuses and con- 
solidate services. These realignments were introduced in the eleventh hour, with no 
stakeholder input sought by VA. There are 13 such realignments proposed in the 
plan. The American Legion does not support the closing of a VA facility just for the 
sake of saving money while veterans are denied care. 

The Draft National CARES Plan expects substantial renovations and expansions 
as consolidations happen. A great deal of money will have to be allocated up front 
to ensure the new construction and renovations are completed. The American Le- 
gion understands that CARES is an ongoing process and when dealing with vacant 
space and renovations, incremental changes may have to take place. The price tag 
for all of the construction and renovations proposed is in the billions of dollars. With 
the proposed consolidations and transferring of services, it is imperative that vet- 
erans not experience delays in the delivery of their care. No facilities should be 
closed, disposed of, or downsized until the proposed movement of services is com- 
plete and veterans are being treated in the new locations. 

Funding should be provided to ensure that any realignment resulting from the 
CARES initiative does not lead to the suspension of services for veterans seeking 
care. 


VETERANS BENEFITS ADMINISTRATION 

Over the years. Congress has established a system of laws that provide veterans 
and their survivors a spectrum of the services and benefits earned by virtue of the 
veteran’s service in the Armed Forces of the United States. Since 1938, VA has had 
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the responsibility of implementing these laws in a pro-claimant, informal, ex parte, 
and nonadversarial manner. The American Legion continues to closely monitor the 
programs and policies of the Veterans Benefits Administration (VBA) and assess 
whether or not these are truly meeting the needs of veterans and their families. The 
American Legion has a number of concerns about the current State of claims adju- 
dication and the level and quality of service being provided by VBA and the Board 
of Veterans Appeals. 

The American Legion emphasizes that it is committed to ensuring that VA carries 
out its historic and statutory responsibility to provide medical care and benefits to 
those who have served and sacrificed in the defense of this nation. Veterans have 
the right to expect that VA will adjudicate their claims fairly and impartially within 
a reasonable period of time. We believe there are still too many instances where vet- 
erans and other claimants are being arbitrarily denied the benefits to which they 
are entitled. 

Over the course of fiscal year 2002 and fiscal year 2003, VBA has been able to 
make notable progress toward realizing Secretary Principi’s often stated goal of the 
reducing the number of pending cases down to 250,000 and cutting the average 
processing time down to 100 days by the end of this month. This has been a major 
challenge for VBA. In March 2002, at its peak, the regional offices had a backlog 
of over 423,000 cases that required rating action. Of these, 40 percent were over 6 
months old. There were another 147,000 cases in which some other type of action 
was pending. In addition, there were approximately 107,000 pending appeals, which 
included over 22,000 cases that had been remanded by the Board of Veterans Ap- 
peals. In human terms, thousands of these sick and disabled veterans or their sur- 
vivors were waiting a year or more for a regional office to make a decision on their 
claim. If the claim was denied and they pursued an appeal, their wait could extend 
another two to 3 years or more. Such delays caused increased stress as well as seri- 
ous financial hardship. The American Legion has commended the Secretary for his 
commitment to improving the regional office claims adjudication process. Recog- 
nizing the fact that many of these backlogged claims were from elderly veterans, 
one of the Secretary’s first service improvement initiatives was the establishment 
of the Tiger Team at the Cleveland VA Regional Office. This unit has been primarily 
responsible for expedited action on the claims of older veterans, particularly those 
aged 70 and older, whose cases have been pending for a year or more. 

The Tiger Team initiative has been a success and they too should be commended 
for their efforts and dedication. However, it is regrettable that a sick and disabled 
veteran has to wait months, if not a year or more for action on their claim for bene- 
fits. Because of processing delays and necessity of an appeal to the Board of Vet- 
erans Appeals (the Board or BVA) or the Federal courts, many veterans have died 
before receiving a final decision on their case. In the view of The American Legion, 
the regional offices should be more concerned with people than process. 

It is clear that there has been a dramatic reduction in the claims backlog in the 
past year and a half. This decline means that regional offices are taking less time 
to adjudicate claims than in the past. Last year at this time, there were some 
358,000 claims awaiting final action. Of these, almost 36 percent were over 6 
months old. At the end of August, VBA reported there were about 265,000 pending 
claims and, of these, about 20 percent are over 6 months old. The average proc- 
essing time has been reduced from 224 days in June 2002 to about 160 days cur- 
rently. However, given the complexities of the claims adjudication process and re- 
quirements of the law, numbers do not tell the whole story and “faster” is not al- 
ways “better.” 

In its annual budget request over the past several years, VBA has reported a 
steady decrease in claims adjudication error rate. At the end of 1997, the error rate 
had been 36 percent. In 1998, it was 30 percent. It increased slightly in 1999 to 
32 percent. In 2000, there was a dramatic increase to 41 percent. The reported error 
rate declined to 22 percent in 2001. It was 20 percent in 2002 and, in 2003, it had 
declined to only 12 percent. The error rate goal for fiscal year 2004 is 10 percent. 
Over this same period. The American Legion’s regional office quality review visits 
do not confirm a substantial and dramatic improvement in the overall error rate. 

There is little doubt that the vast majority of regional office adjudicators are dedi- 
cated, hardworking men and women. They continue to operate under tremendous 
stress to meet the Department’s and veterans’ expectations. However, The American 
Legion believes the effectiveness of VBA’s quality improvement efforts has been se- 
verely compromised by the drive to achieve the Secretary’s mandated production 
quotas. Veterans and other claimants are being short-changed by VBA policies and 
procedures that tend to promote less than adequate claims development, premature 
denials, and under-evaluations. 
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The lack of proper and appropriate action on thousands of claims continues to re- 
sult in a high level of claimant dissatisfaction and a steady influx of new appeals 
to the regional offices. There are now over 134,000 pending appeals with some 
111,500 requiring adjudicative action. Even though there is a concerted effort to re- 
solve appeals at the regional office through the Decision Review Officer program, 
most of these cases will eventually go to the Board of Veterans Appeals for a final 
decision on the merits of the claim. 

The straight line staffing level requested for fiscal year 2004 is based on the as- 
sumption that, with the accomplishment of the Secretary’s backlog reduction goals, 
VBA would be able to refocus its efforts to more effectively address the quality-re- 
lated problems and other long-standing issues. Given past performance, The Amer- 
ican Legion continues to believe that this is an unrealistic policy and will not afford 
VBA the flexibility to cope with current workload demands, let alone some unantici- 
pated contingency, such as supporting the Department of Defense new Combat-re- 
lated Special Compensation Program and the additional resources that will be re- 
quired to comply with the Huston decision. The American Legion recognizes that 
\^A has made a concerted effort to hire additional staff in the last several years. 
This policy of continuing growth is both prudent and necessary, given the increas- 
ingly complex nature of the claims and appeals process, the heavy volume of new 
claims, and the ongoing need to buildup the core adjudication staff in anticipation 
of the retirement of the more experienced regional office decisionmakers. 

The American Legion is concerned with support in the budget request for legisla- 
tion that would reverse the Allen vs. Principi court decision. Clearly, the intent of 
this proposal is to overturn the 2001 decision of the United States Court of Appeals 
for the Federal Circuit (the Federal Circuit or the Court) in Allen v. Principi 237 
F.3d 1368 (Fed. Cir., 2001). The Court held that Congress, in enacting P.L. 96-466, 
the “Omnibus Budget Reconciliation Act of 1990” (OBRA 90), did not intend to pre- 
clude compensation for an alcohol or drug-related disability resulting from or sec- 
ondary to a non-willful misconduct service-connected disability. Prior to OBRA 90, 
VA considered alcoholism and drug abuse disabilities unrelated to a service con- 
nected psychiatric disorder as willful misconduct. The term “willful misconduct” was 
defined in VA regulations as a deliberate and intentional act involving conscious 
wrongdoing or known prohibited action, with knowledge of or wanton and reckless 
disregard of the probable consequences. 

However, the definition noted that the mere technical violation of police regula- 
tions and ordinances would not, per se, constitute willful misconduct unless it is the 
proximate cause of injury, disease, or death. VA’s policy was that the misconduct 
bar to benefits did not apply to those veterans whose alcohol or drug addiction was 
secondary to a service connection mental or physical disability. OBRA 90 specifically 
provided in 38 U.S.C. §§ 1110 and 1131, that an injury or disease resulting from the 
abuse of alcohol or drugs is not considered to have been incurred in the line of duty 
and VA may not pay compensation for disabilities that are the result of “the vet- 
eran’s own willful misconduct or alcohol or drug abuse.” Under OBRA 90, VA as a 
matter of policy and practice, would not grant secondary service connection for sub- 
stance abuse, but would, where appropriate, incorporate the symptoms of alcohol 
and drug abuse into the overall evaluation of the primary service connected dis- 
ability. As an example, a veteran may have been rated for “PTSD with alcoholism.” 
In 1998, the United States Court of Appeals for Veterans Claims (CVAC), in Barela 
V. West (11 Vet. App. 280) (1998), held that, while OBRA 90 provided for service 
connection of alcohol and drug-related disabilities as being secondary to a service 
connected disability, VA could not pay compensation for such disabilities. 

BOARD OF VETERANS APPEALS 

The reduction in the number and the average processing time of pending claims 
represents only one aspect of VA’s overall case backlog, since not all claims can or 
should be approved. When a veteran or other claimant receives an unfavorable deci- 
sion either denying the claim in whole or in part, they have the right to appeal. 
The number of appeals filed each year is a direct reflection of the level of claimant 
satisfaction with the quality of the regional office adjudication. The action taken by 
the Board of Veterans Appeals (BVA) is a further reflection and commentary on the 
quality of regional office decisionmaking. Of those appeals decided in the first 10 
months of fiscal year 2003, the Board affirmed the decisions of the regional office 
only 38 percent of the time and rejected their decision in about 59 percent of the 
cases. Such poor performance by the regional office adjudicators is of grave concern 
to The American Legion, since it represents a tremendous waste of time and teix- 
payers’ money, and a hardship for thousands of veterans and their families. Clearly, 
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VBA’s efforts to date have not effectively addressed the persistent systemic prob- 
lems that adversely affect regional office claims processing and adjudication. 

COURT OF APPEALS FOR VETERANS CLAIMS AND THE COURT OF APPEALS FOR THE 

FEDERAL CIRCUIT 

The regulations and procedures of both the VBA and the BVA will be fundamen- 
tally changed by several recent court decisions. The courts have held that VA, as 
a matter of policy, had promulgated regulations that were misleading, basically un- 
fair, and a violation of claimants’ right to full due process. 

In 2002, there was a combined effort by the Board of Veterans Appeals and VBA 
to try and improve the timeliness and quality of action on remanded appeals. By 
alleviating some of the regional offices’ appellate workload, this would enable the 
regional offices to devote more resources to resolving previous remands and further 
reduce the backlog of pending claims. This initiative was prompted by the fact that 
remands often sat in a regional office for months or even years with little or no ac- 
tion taken. In many instances, the development that was done would be inadequate 
or incomplete and the Board had to remand the case two or three times, which 
meant greater delay and hardship for the appellant. Rather than sending a case 
back to the regional office, a unit was established within the Board to undertake 
the development specified in the remand decision. If the decision included a benefit 
grant, the unit could initiate the award, so there would be no delay in payment. 
The American Legion supported the intent of this service improvement effort. 

In a decision early last summer, the United States Court of Appeals for the Fed- 
eral Circuit held that the BVA’s Development Unit was unlawful. As a result, there 
are about 8,000 remands plus new remands that are in the process of being trans- 
ferred from the BVA Development Unit to VBA’s Appeals Management Center 
(AMC), which is located at the Washington VA Regional Office, for further develop- 
ment and readjudication. While generally supportive of the effort to try and improve 
the handling of remands, there are problems in handling cases where the Board has 
awarded benefits. The lack of action by the AMC to expedite payment action has 
prompted several veterans to contact The American Legion for assistance. We are 
hopeful that appropriate steps have now been taken by VBA to ensure this type of 
problem does not recur. The AMC is projected to be fully staffed and operational 
by December 2003. In the interim, remands are being referred to the Huntington, 
West Virginia Regional Office and the Tiger Team in Cleveland for action. However, 
the prior BVA Development Unit initiative and the current AMC leave unaddressed 
the larger and more difficult issues relating to poor regional office decisionmaking, 
incomplete development, inadequate VCAA notices, and premature denials. Further- 
more, there does not appear to be any incentive for the regional offices to improve 
their case development, nor is there any disincentive to keep them from certifying 
cases, because the AMC have to do what they should have done. VBA must ensure 
that the AMC does not become a dumping ground for the regional offices. 

In a system with tens of thousands of claims to be processed, there is a constant 
tension between management’s need to have cases decided as quickly as possible 
and the statutory need to protect the claimant’s right by ensuring that any decision 
made is proper and consistent with the law and regulations. For the past two and 
a half years, VBA management has been emphasizing speed and production volume. 
Under such pressure, there has been a tendency among some VBA managers and 
adjudicators to ignore the law and VA’s own regulations and put bureaucratic con- 
venience ahead of quality decisionmaking and the welfare and well being of the indi- 
vidual veteran and his or her family. 

In the opinion of The American Legion, one of the key impediments to progress 
on improving the quality of regional office decisionmaking and, thereby, claimant 
satisfaction, has been VBA’s lack of compliance with both the letter and spirit of 
the “Veterans’ Claims Assistance Act of 2000” (PL 106-475) (VCAA). The American 
Legion was actively involved in the development of this landmark legislation. It was 
designed to overcome the deficiencies and lack of clarity in the way VBA commu- 
nicated with claimants and the way in which it developed claims. It made clear the 
exact nature and extent of VA’s obligations and responsibilities to notify and to as- 
sist claimants. The idea was that, if claims were better developed, they could be 
promptly and more accurately adjudicated, thereby improving service to claimants. 
In the long run, these improvements should also reduce the overall appeals work- 
load for the regional offices and the Board of Veterans Appeals. It was to be a “win/ 
win” situation for all parties. However, as we have seen thus far, VBA has generally 
given lip service to the requirements of VCAA. 

While claimants are provided what is termed a “VCAA” letter, little time or effort 
goes into trying to help the individual veteran understand his or her claim and what 
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evidence is going to be needed and who is responsible for developing it. Such letters 
usually lack essential information regarding the individual’s claim and the evidence 
needed to grant the benefit sought in the particular case. These are unnecessarily 
long, confusing, nonspecific letters, which are filled with bureaucratic jargon. In 
some of the cases reviewed during The American Legion’s regional office quality re- 
view visits, the information in many VCAA letters was found to be incorrect or not 
even appropriate to the claim. Rather than facilitating the adjudication process, as 
they were intended, these notice letters set the stage for an appeal to the BVA and 
the Federal courts. 

The American Legion’s concerns regarding the deficiencies in the VCAA letters 
have been brought to Secretary Principi’s attention as well as discussed in testi- 
mony before the Veterans’ Affairs Committees on a number of occasions. Despite 
these efforts, VBA policy on the use of this type of letter remained unchanged. How- 
ever, as a result of the July 2003 decision by the United States Court of Appeals 
for Veterans Claims (CVAC), in Huston v. Principi, VBA will now be forced to com- 
ply with the duty to notify and duty to assist provisions of title 38, United States 
Code, sections 5103(a) and 5103A. VA will now be obligated to clearly tell the claim- 
ant what evidence to submit in order to obtain the benefits claimed. The American 
Legion is disappointed that it took a court order to make VBA do what it should 
have been doing since the enactment of the VCAA. We will be watching very closely 
how VBA and Board of Veterans Appeals implement the Huston decision. Continued 
strong oversight by the Veterans’ Affairs Committees will also be important in en- 
suring the VBA is, in fact, meeting its historic and statutory responsibilities to the 
veterans of this nation. 


GI BILL EDUCATIONAL BENEFITS 

The American Legion commends the 108th Congress for its actions to improve the 
current Montgomery GI Bill (MGIB). A stronger MGIB is necessary to provide the 
Nation with the caliber of individuals needed in today’s Armed Forces. The Amer- 
ican Legion appreciates the efforts that this Congress has made to address the over- 
all recruitment needs of the Armed Forces and to focus on the current and future 
educational requirements of the All-Volunteer Force. 

Over 96 percent of recruits currently sign up for the MGIB and pay $1,200 out 
of their first year’s pay to guarantee eligibility. However, only one-half of these mili- 
tary personnel use any of the current Montgomery GI Bill benefits. This is directly 
related to the fact that current GI Bill benefits have not kept pace with the increas- 
ing cost of education. Costs for attending the average 4-year public institution, as 
a commuter student during the 1999-2000 academic year was nearly $9,000. PL 
106—419 recently raised the basic monthly rate of reimbursement under MGIB to 
$650 per month for a successful 4-year enlistment and $528 for an individual whose 
initial active duty obligation was less than 3 years. The current educational assist- 
ance allowance for persons training full-time under the MGIB — Selected Reserve is 
$263 per month. 

The Servicemen’s Readjustment Act of 1944, the original GI Bill, provided mil- 
lions of members of the Armed Forces an opportunity to seek higher education. 
Many of these individuals may not have been afforded this opportunity without the 
generous provisions of that act. Consequently, these servicemen and servicewomen 
made a substantial contribution not only to their own careers, but also to the eco- 
nomic well being of the country. Of the 15.6 million veterans eligible, 7.8 million 
took advantage of the educational and training provisions of the original GI Bill. Be- 
tween 1944 and 1956, when the original GI Bill ended, the total educational cost 
of the World War II bill was $14.5 billion. The Department of Labor estimates that 
the government actually made a profit because veterans who had graduated from 
college generally earned higher salaries and therefore paid more taxes. Today, a 
similar concept applies. The educational benefits provided to members of the Armed 
Forces must be sufficiently generous to have an impact. The individuals who use 
MGIB educational benefits are not only improving their career potential, but also, 
making a greater contribution to their community, state, and nation. 

The American Legion recommends the following improvements to the current 
MGIB: 

• The dollar amount of the entitlement should be indexed to the average cost of 
a college education including tuition, fees, textbooks, and other supplies for a com- 
muter student at an accredited university, college, or trade school for which they 
qualify. 

• The educational cost index should be reviewed and adjusted annually. 

• A monthly tax-free subsistence allowance indexed for inflation must be part of 
the educational assistance package. 
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• Enrollment in the MGIB shall be automatic upon enlistment, however; benefits 
will not be awarded unless eligibility criteria have been met. 

• The current military payroll deduction ($1,200) requirement for enrollment in 
MGIB must be terminated. 

• If a veteran enrolled in the MGIB acquired educational loans prior to enlisting 
in the Armed Forces, MGIB benefits may be used to repay those loans. 

• If a veteran enrolled in MGIB becomes eligible for training and rehabilitation 
under Chapter 31, of Title 38, United States Code, the veteran shall not receive less 
educational benefits than otherwise eligible to receive under MGIB. 

• A veteran may request an accelerated payment of all monthly educational bene- 
fits upon meeting the criteria for eligibility for MGIB financial payments, with the 
payment provided directly to the educational institution. 

• Separating service members and veterans seeking a license, credential, or to 
start their own business must be able to use MGIB educational benefits to pay for 
the cost of taking any written or practical test or other measuring device. 

• Eligible veterans shall have 10 years after discharge to utilize MGIB edu- 
cational benefits. 

• Eligible members of the Select Reserves, who qualify for MGIB educational ben- 
efits shall receive not more than half of the tuition assistance and subsistence allow- 
ance payable under the MGIB and have up to 5 years from their date of separation 
to use MGIB educational benefits. 

HOME LOAN GUAHANTY PROGRAM 

The American Legion believes that the current limit of VA Home Loan Guarantee 
of $252,500 should be raised to $300,000 and that higher limits be established for 
areas of the country where justified by prevailing real estate market conditions. In 
San Francisco, California in 2002 the median price of a home was $482,300, an ac- 
tual decrease of .3 percent from 2001. In Boston, Massachusetts the median price 
of a home was $358,000; in the New York City Metro area, 285,600; and here in 
Washington D.C. the median home cost $229,100 in 2002, up 19.8 percent from 
$183,700 in 2001. Clearly, in these cities, the difference between many veterans 
being able to secure financing for a decent home for his or her family and being 
shut out of the market is due to the inadequate levels of the VA Home Loan Guar- 
antee Program. 

The American Legion also supports the recognition of VA Home Loan Guaranty 
benefits in cases where both members of a married couple are eligible for the ben- 
efit. If both members are eligible to receive the benefit, both members should be al- 
lowed to use the benefit. 

The American Legion is also concerned with a provision in the budget request 
supporting legislation that would limit the VA Home Loan program to one-time use 
for military members who separate after the legislation is passed and for all current 
veterans 5 years after enactment. Veterans have earned the right to this benefit and 
it should not be limited to one-time usage. 

The VA Home Loan program is one of the core elements of the original Service- 
men Readjustment Act of 1944, the GI Bill of Rights. This legislation is often re- 
ferred to as “one of the most important pieces of social legislation ever enacted.” 
Successful participation in the VA Home Loan program should be rewarded, not re- 
stricted or terminated. Due to the transient nature of our society, many Americans 
may experience several relocations based on business opportunities or upgrades in 
their financial situations. Living the American dream of homeownership should be 
encouraged and promoted as continuous economic stimulus opportunity. 

NATIONAL CEMETERY ADMINISTRATION (NCA) THE NATIONAL CEMETERY SYSTEM 

VA’s National Cemetery Administration (NCA) is comprised of 120 cemeteries in 
39 states and Puerto Rico as well as 33 soldiers’ lots and monuments. NCA was es- 
tablished by Congress and approved by President Abraham Lincoln in 1862 to pro- 
vide for the proper burial and registration of graves of Civil War dead. Since 1973, 
annual interments in NCA have increased from 36,400 to over 84,800. Annual bur- 
ials are expected to increase to more than 115,000 in the year 2010 as the veteran 
population ages. Currently 59 national cemeteries are closed for casket burials. Most 
of these can accept cremation burials, however, and all of them can inter the spouse 
or eligible children of a family member already buried. Another 22 national ceme- 
teries are expected to close by the year 2005, but efforts are underway to forestall 
some of these closures by acquiring adjacent properties. 

Maintaining cemeteries as National Shrines is one of NCA’s top priorities. This 
commitment involves raising, realigning and cleaning headstones and markers to 
renovate gravesites. The work that has Been done so far has been outstanding, how- 
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ever, adequate funding is key to maintaining this very important commitment. At 
the rate that Congress is funding this work, it will take twenty-eight years to com- 
plete. The American Legion supports the Under Secretary for Memorial Affairs in 
his goal of completing the NCA’s National Shrine Commitment in 5 years. This 
Commitment includes the establishment of standards of appearance for national 
cemeteries that are equal to the standards of the finest cemeteries in the world. Op- 
erations, maintenance and renovation funding must increased to reflect the true re- 
quirements of the National Cemetery Administration to fulfill this Commitment. 

Congress must provide sufficient major construction appropriations to permit 
NCA to accomplish its stated goal of ensuring that hurial in a national or State cem- 
etery is a realistic option by locating cemeteries within 75 miles of 90 percent of 
eligible veterans. 

P.L. 107-117 required NCA to build six new National Cemeteries. Fort Sill 
opened in 2001 under the fast-track program, while the remaining five (Atlanta, De- 
troit, South Florida, Pittsburgh and Sacramento) are in various stages of comple- 
tion. Additional acreage is currently under development in 10 national cemeteries, 
columbaria are being installed in 4 and additional land for gravesite development 
has been acquired at national cemeteries in 5 states. 9 national cemeteries are ex- 
pected to close to new interments between 2005 and 2010. The rate of interments 
in national cemeteries has increased from 36,400 in 1978 to 84,800 in 2001. This 
rate is expected to rise to 115, 000 in 2015. 

The average time to complete construction of a national cemetery is 7 years. The 
report of a study conducted pursuant the Millennium Bill concluded that an addi- 
tional 31 national cemeteries will be required to meet the burial option demand 
through 2020. Legislation is currently pending in this session that will authorize the 
establishment of 10 new national cemeteries in areas of the country facing a short- 
age of burial space. Together with the 6 national cemeteries under development, 
this will go a long way toward fulfilling this need. NCA will be able to keep pace 
with current demand for burial space if this legislation is enacted and fully funded 
this year. 

The American Legion urges Congress to provide sufficient major construction ap- 
propriations to permit NCA to accomplish its mandate of ensuring that burial in a 
national cemetery is a realistic option for 90 percent of our nation’s veterans. 

The American Legion recommends $156 Million for the National Cemetery Admin- 
istration in fiscal year 2005. 

STATE CEMETERY GRANTS PROGRAM 

The National Cemetery Administration (NCA) administers a program of grants to 
states to assist them in establishing or improving state-operated veterans ceme- 
teries through VA’s State Cemetery Grants Program (SCGP). Established in 1978, 
the matched-funds program helps to provide additional burial space for veterans in 
locations where there are no nearby national cemeteries. Through fiscal year 2002, 
more than $169 million in grants has been awarded to states and the Territories 
of Guam and the Northern Marianas, including 5 new State cemeteries and the im- 
provement and/or expansion of 9 existing ones. 

Under the Veterans Programs Enhancement Act of 1998, PL 105-261, VA may 
now provide up to 100 percent of the development cost for an approved project. For 
establishment of new cemeteries, VA can provide for operating equipment. States 
are solely responsible for the acquisition of the necessary land. 

The American Legion recommends $40 Million for the State Cemetery Grants Pro- 
gram in fiscal year 2005. 

Mr. chairman, this concludes my testimony. I again thank the Committee for this 
opportunity to express the views of The American Legion on VA’s fiscal year 2005 
Budget Request and look forward to working with you and the members of the Com- 
mittee to ensure VA is funded at a level that will allow all veterans to receive the 
care they have earned through their service. 

Chairman Specter. Our next witness is Mr. Richard Fuller, Na- 
tional Legislative Director of the Paralyzed Veterans of America. 
Thank you for joining us, Mr. Fuller, and your full biographical re- 
sume will be placed in the record. 

STATEMENT OF RICHARD B. FULLER, NATIONAL LEGISLATIVE 
DIRECTOR, PARALYZED VETERANS OF AMERICA 

Mr. Fuller. Thank you, Mr. Chairman. The balance of the panel 
here represent the four organizations who co-authored The Inde- 
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pendent Budget every year. This year’s 2005 Independent Budget is 
available for every member of the committee and will be sent to 
every member of the Senate. 

[The Independent Budget follows:] 
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Prologue 


This is the 18th year Tlje In/kpendent Budget has been developed by four veterans service 
organizations (VSOs): AMVETS, Disabled American Veterans, Riralracd Veterans of Amer- 
ica, and Veterans of Foreign Wars of the United States. Tltis document is the collaborative 
effort of a united veteran and health advocacy community that presents policy and budget 
recommendations on programs administered by the Department of Veterans Affairs (VA) 
and the Department of Labor. 

The Independent Budget is built on a swtcmatic mcthodolog)' that takes into account changes 
in the size and age structure of the veteran population. Federal employee wage increases, 
medical care inflation, cost-of-living adjustments, construction needs, trends in health-care 
utilization, benefit needs, efficient and effective means of benefits’ delivciy’; and estimates of 
the number of veterans to be laid to rest in our national and state veterans’ cemeteries. 

As in )^are past, the budget and appropriations for veterans programs for fiscal year 2005 
will line up as discretionary spending in tortured competition with all other domestic discre- 
tionary programs funded by the Federal Government. TJje Independent Bud^fet VSOs have 
become increasingly alarmed that this annual battle for funding is failing to meet the true 
needs of the veteran population. Dollar amounts are never adequate in the push and pull of 
the Congressional process. Furthermore, judging from the experiences of the past 2 years 
alone. Congress has failed to even pass a VA appropriations biU until months into the fiscal 
year, leaving VA hospitals limping along on wholly inadequate continuing resolutions. The 
system docs not suffer in this process; veterans do—veterans waiting months for a doctor’s 
appointment or hours for a nurse to answer a call button. 

This yeac, as in the past, we call on Congress to find a better way to fund veterans hcahh-care 
spending by remoNang the veterans’ budget from the battle over annual discrctionar)' spend- 
ing. We call on Congress ro establish a formula to provide VA health-care funding from the 
mandatory side of the Federal budget, assuring an adequate and timely flow of dollars to 
meet the needs of sick and disabled veterans. 

Alan W Bowers 
National Commander 
Disabled American Veterans 

Edward S. Banas, Sr. 

Commander-in -Chief 
Veterans of Foreign Wars 
of the United States 
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FY 2005 mDEPENDENT BUDGET BNDOTliSWEiS 


82nd Airborne I>ivisi<» Assodadon, Inc. 

Administratt»s of Intemoi Medicine 
Alliance for Academic Internal Medicine 
AdvaMed 

Alliance for Aging Research 

American Federation of Government Employees, AFL-CIO (AFGE) 

American Military' Retirees Assodadon, Inc. 

American Osteopathic Associadon 
American Psychiatric Assodation 
American Thoracic Society' 

Association for Assessment and Accreditadon of Laboratory Animal Care Inccnutional (AAALAC) 
Associadon of American Medical Colleges 
Assodadon of Professors of Medicine 
Associadon of Program Directors in Internal Medicine 
Blinded Veterans Association (BVA) 

Catholic War Veterans, USA, Inc, 

Clerkship Directors in Internal Medicine 
CO State Veterans Nursing Home 
Jewish War Veterans of the U.S.A. 

Legion of Valor of the United States of America, Inc. 

Militarv' Officers Association of America 
Militar\' Order of the Purple Heart 
National Alliance for the Mentally III 
National Association of County Veterans Service Officers 
National Associadon of Veterans’ Research and Education Foundations 
National Mental Health Assodation 
Nurses Organization of Veterans Affairs (NOVA) 

Veterans Affiiirs Physician Assistant Association 
Veterans of the Viemam War, Inc. 

Vietnam Era Veterans Assodation 
Vietnam Veterans of America 
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Guiding 

Pirinciples 


▼ Veterans must not have to wait for benefits to which they are entitled. 

▼ Veterans must be ensured access to high-quaiirv medical care. 

▼ Veterans must be guaranteed timely access to the fiiii continuum of health-care services, 
including long-term care. 

▼ Veterans must be assured burial in state or national cemeteries in ever}’ state. 

▼ Specialized care must remain the focu.s of the Department of Veterans Affairs (VA). 

▼ VA’s mission to support the military medical system in time of war or national 
emergency is essential to the Nation’s securin’; 

▼ VA’s mission to conduct medical and prosthetics research in areas of veterans’ special 
needs is critical to the integrity of the veterans health-care sj’stem and to the 
advancement of American medicine. 

▼ VA’s mission to support health professional education is vital to the health of ail 
Americans. 


V 
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Introduction 


For the 18th ve;ir, Ttie Indcptyident Bttd^ei vetccans service orgaitizations (IBVSOs) and their 
endorsers face the task of predicting the needs of veterans in the coming fiscal year and deter- 
mining the resources needed to meet thc»e needs. The Department of Veterans Affairs (VA) 
and the veterans it serves are severely challenged by the skyrocketing cost of health care, 
surging demand for services from an aging veteran population, and eroding value of benefits. 
In addition, VA once again is faced with entering the second quarter of FY 2004 operating 
on a continuing budget resolution at the FY 2003 ict'cl. 

Again this year The Independent Budget (IB) recommends Congress take aaion to enact legis- 
lation providing adequate mandator)' funding for the VA health-care system. The annual 
budget crisis onl)' adds to die continuing struggle veterans face in obtaining timely and qual- 
ity’ health care. Demand on the system continues to rise; prescription drug, medical equip- 
ment, supplies, and staffing costs continue to soar, yet VA is expected to operate on last year’s 
ftindiiig level. 

The Independefit Budget is a needs-based budget. This FY 2005 recommendation builds on 
our FY 2004 proposal, based on commonly accepted pcrccnragcs for staffing and inflation 
adjustments for the coming fiscal year. The IB uses existing VA projections for health-care 
demand and acknowledges the importance of the VA Medical and Prosthetic Research 
Program with a suitable increase. This y'ear's IB recommends a sizeable increase in funding 
for major and minor construction to help eliminate the backlog caused by a virtual morato- 
rium on facility improvement funding and to provide a “down payment” on advance plan- 
ning and construction for enhancements provided for in the Capital Asset Realignment for 
Enhanced Services (CARES) recommendations to be annomiced in the second quarter of FY 
2004. With the loss of increasing numbers of our senior generation of veterans, we call for 
major expansion and improvements in the VA Cemetery’ Program. 

On the benefits side. The Independent Budget continues to be concerned over the backlog in 
claims processing. VA has made determined efforts to streamline and improve the adjudica- 
tion process; however, the backlog and the time it takes to process a claim remain entirely too 
long. The IB also reiterates its concern over the declining value of benefits, such as automo- 
bile adaptive equipment, specially adapted home grants, burial benefits, and insurance 
programs that continue to decline in value because of a lack of increases, in some cases, for 
rears. 

The Independent Budget covers the broadest possible spectrum of veterans' benefits and 
scr\'icc.s with recommendations on each to make certain we keep the Nation’s obligation to 
those who have served and sacrificed so much in its defense. 
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The Independent Budget cowers the broadest p<Msible spectrum of veterans' benefits and services with recommenda- 
tions on each to make certain we teep the Nation’s obligation to those who have served and sacrificed so much in 
its defbise. 


Department of Veterans Affairs 
(Discretionary Budget Authority) 
(Dofiars in Thousands) 


Veterans Hsaifh Administration 
Medical Care 

Medical and Prosdiedc Research 

Medical Adminisbatton and Miscellaneous Operating Expenses 
Subtotei, Veterans Health Administration 


FY20M 
Omnibus 
RL. 108-199 


FY2005 

IB Recommended 
/^propriatitm 


$26,630, 030^-2 $29,791.4883 

405,593 460,000 

78.673 86,690 

27.114.296 30.338,178 


Dspartenental Administration 

Veterans Benefite Administration (VBA) 

Gerraral Ati^inistratkm 

General Operating Expenses Subtotal (GOE) 


National Cemetery Administration 
Office of tiie Inspector General 

Subtotal. Departmental Administration and Miscellaneous Programs 

Construction Programs 

Construi^ion, Major Projects 

Construction. Minor Projects 

Medical Center Master Planning 

CARES Facility Planning & Individual Project Deve^pmerrt 

F^rWng Revolving Fund 

Grants for Constiuction of State Extended Care Facilities 
Gra^ for Ccmstru^on of State Veterans' Cemetenes 


Subtotal, Ccmstruction Programs 


Total, Oiscretionary Programs 


1,286,765 

330,750 





$ 29 , 250,029 


^Amounts Inducfe mandated rescission of .59 percent and are displayed in the traditional approplations structure. 
^Includes thiid-party rallections offset. 

^Does not include third-party collections. 
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Benefit 

Programs 


Ours is a nation that holds a special appreciation and high regard for those who ha\'c served 
in our Armed Forces. Ours is a nation that recognizes a profound indebtedness to diose who 
have borne extraordinary burdens and made c.'ctraordinar\’ sacrifices to defend our national 
interests. Through our Government, we therefore provide special assistance to veterans and 
their dependents to fulfill our Nation's obligation to make up for the effects of disadvantages 
from disabilities incurred in connection with militaiy scrv'icc and education and cmplo^tiient 
opportunities forgone or lost during scr\icc in our Armed Forces. 

For budgetary’ classification, the benefit programs arc grouped into three major categories; 

(1) compensation and (sensions, which also includes the appropriations for burial benefits, 
miscellaneous assistance, and special benefits for children of Vietnam veterans; 

(2) readjustment benefits, which includes specially adapted housing grants, vocational reha- 
bilitation programs, educational benefits, housing loans, and automobiles and adaptive 
equipment; and 

{3) insurance programs. 

Disability' compensation payments ftilfiU our primary obligation to make up for the economic 
and ocher losses veterans suffer due to the effects of service-connected diseases and injuries. 
When veterans’ lives are cut short due to sen’ice-connecred causes or following a substantial 
period of total service-connected disability, eligible family members receive dependency' and 
indemnity' compensation (DIG). Disability pensions provide a measure of financial relief for 
needy veterans of wartime service who are totally disabled by nonscn'icc-conncctcd causes. 
Death pensions are paid to needy eligible survivors of w-artime \'ctcrans. Burial benefits assist 
families in meeting the costs of veterans’ funerals and burials and pro\'idc for burial flags and 
grave markers. Miscellaneous assistance ittdudes atromev fee awards under the Equal Access 
to Justice Aa and other special allowances for smaller select groups of veterans and depend- 
ents. Because of an apparent correlation between \’etcraits’ service in Vietnam and spina bifida 
and other birth defects in the children of these veterans, Congress authorized special 
progr^s to provide a monthly monetary allowance, medical treatment, and vocation rehabil- 
itation to these children. 

In recognition of the disadvantages that result from interruption of civilian life to perform 
military' service. Congress has authorized various benefits to aid veterans in their readjustment 
to civilian life. These readjustment benefits provide monetary’ assistance to veterans undertak- 
ing education or vocational rehabilitation programs and to seriously disabled veterans in 
acquiring specially adapted housing and automobiles. Educational benefits are also available 
for children and spouses of veterans who are permanentlv and totailv disabled or die as a 
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result of scrvicc-connecred disabilirv. Qualifying 
students pursuing Department of Veterans Affaire 
(VA) education or rehabilitation programs mav receive 
work-study allowances. For temporary’ financial assis- 
tance to veterans undergoing t'ocarion;il rehabilitittion, 
loans are available from the vocational rehabilitation 
re%'olving fund. 

The Post-Viernam Era Veterans Education Program 
provides educational assistance to veterans who 
entered service between December 31, 1976, and 
Jill)’ i, 1985. This assistance is funded bv the contribu- 
tions participating veterans made during their service 
and matching funds from the Department of Defense 
(DOD). 

Under its home loan program, VA guarantees home 
loans for i-cterans, certain surviving sjaouses of veter- 
ans who have nor remarried, certain seri'icemcmbers, 
and eligible reser\'ists and National Guard personnel. 
VA also makes direct loans to supplement specially 
adapted housing grants. Under a program authorized 
until December 31, 2005, VA makes direct housing 
loans to Native Americans living on trust lands. 


Under several different plans, VA offers life insurance 
to eligible v’ctcrans, disabled veterans, and members of 
the Retired Reser\'es. A group plan also covers setv'ice- 
members and members of the Readv Reserves and 
their familv members. Mortgage life insurance protects 
veterans wlio have received speciallv adapted housing 
grants. 

Through collaborative efforts of Congress, VA, and 
xretcrans’ oi-ganizations, these benefit programs have 
been carefully crafted. Experience has proven that they 
generally sen'e their intended purposes and taxpavers 
ver\' well. Over rime, however, we learn of areas in 
which adjustments arc needed to make the programs 
better serve veterans or to meet changing circum- 
stances. Unfortunately, failure to regularh’ adjust rlie 
benefit rates for increases in tl>c cost of living and fail- 
ure to make other needed changes threatens the effec- 
tiveness of some veterans benefits. 

Veterans’ programs must remain a national priorit)’. 
Additionally, they must be maintained, protected, 
and improved as necessary’. To maintain or increase 
their effectiveness, we recommend the following. 


T ▼ ▼ 


Benefits Issues 


COMPENSATION AND PENSIONS 

Compensation 

Annual Cost-of4iving Adjustmentr 

Congress should provide a cost-of-living adjustment (COLA) fir compensatiott benefits. 


Veterans whose earning power is limited or completely 
lost due to service-connected disabilities must rely on 
compensation for the necessities of life. Similarly, 
siirvi\’ing spouses of veterans who died of scr\'ice- 
connected disabilities often have little or no income 
other than DIG. Compensation and DIG rates are 
modest, and anv erosion due to inflation has a direct 
detrimental impact on recipients with fixed incomes. 
Therefore, these benefits must be adjusted periodically 


to keep pace with increases in the cost of liiang. Obser- 
vant of this principle, Congress has traditionally 
adjusted compensation and DIG rates annually. 


Ih'Cinitincudn tioti : 


Congress should enact a COLA for all compensa- 
tion benefits sufficient to offset the rise in the cost 
of living. 
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BENEFIT PROGRAMS 


FuH Cost-of-LivInq Adjustment for Compensation: 

® maintain the efictivmess of cmpefisation jbr o^ttin0 the econmnk loss 
resulting from service-connected diMhitity and death, Confess must provide 
cost-of-living adjustments equal to die annual increase in the cost of living. 


Disabilit)'^ and dependency and indemnirs’ compensa- 
tion rates iiave historically been increased each war to 
keep these benefits even with the cost of Imng. 
However, as a temporart' measure to reduce the 
Federal budget deficit, Congress enacted legislation to 
require monthly payments, after adjustment for 
increases in the cost of Ii\ing, to be rounded down to 
the nearc.st whole dollar amount. Finding this a 
convenient way to meet budget reconciliation targets 
and fund spending for other purposes, Congress seem- 
ingly has become unable to break the habit of extend- 
ing this round-down, provision and has extended it 
even in the face of budget surpluses. Inexplicably, VA 
recommends year after year that Congress make the 
round-down requirement a permanent part of the law. 
White rounding down compensation rates for 1 or 2 


wars may not seriously degrade its effectiveness, the 
aimulativc effect over several years will substantially 
erode the value of compensation. Moreover, extended 
(and certainly permanent) rounding down is entirely 
tmjustified. It robs monies from the benefits of some 
of our most desen’ing veterans and dependents, who 
must relv on their modest compensation for the neces- 
sities of life. 


RccouiiiiCJidntuni: 


Congress should reject Administration recommenda- 
tions to permanent!)' extend provisions for rounding 
down compensation COLAs and allow the tcmpKirar)' 
round-down provisions to expire on their statutory 
sunset date. 


▼ ▼ ▼ 

Standard for SetviceConnection: 

Service-contiected benefits should be provided jbr all disabilities incurred or aggmvated in the line of (ktty. 


The core veterans' benefits are those provided to make 
up for the effects of “service-connected” disabilities 
and deaths. When disability or death results from an 
injury or disease incurred or aggravated in the “line of 
duty,” the disability or death is service-connected for 
pur|Joses of entitlement to these benefits for veterans 
and their eligible dcjoendents and survivors. A disabil- 
ity or death from injury or disease is in the line of dun' 
if incurred or aggravated “during” active military, 
naval, or air service, unless due to misconduct or other 
disqualifying circumstances. Accordingly, a disability 
or death from an injuiy or disease that occurs or 
increases during service meets the current require- 
ments of law for service-connection. 

These principles arc expressly and clearly set forth in 
current law. Under the law, the term “semce- 
connected” means, with respect to disability or death. 


“that such disability was incurred or aggravated, or 
that the death resulted from a disability incurred or 
aggravated, in the line of duty in the active military, 
naval, or air service.” The term “actiw militaiy; naval, 
or air scrx'ice” contemplates, principally, “active duty,” 
although duty for training qualifies when a disability is 
incurred during such p>eriod. The term “active duty” 
means “flUl-timc” duty in the Armed Forces. 

A member on active duty in the Armed Forces is at the 
dlspiosal of militaiy authority' and, in effect, on duty' 24 
hours a day 7 days a week. Under many circum- 
stances, such member may be directly engaged in 
performing tasks invoh'ed in his or her militaty' voca- 
tion for far more extended periods than a upicaJ 
8-hoiir civilian workday and may be on call or stand- 
ing b)' for the remainder of the hours in a day. Under 
other ty'pical ciraimsconccs, a serviccmcmbcr mav live 
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on or near rhe workstation 24 hours a day, such as 
duty on submarine, ship, or remote onrposr. Even 
when a military member is not actively or directly 
engaged in performing functions of his or her militan' 
occupation, the member is indirectly on dut\' or 
involved in general milicarv duties and ongoing 
responsibilities. In rhe military’ service, there is no 
distinction between on duty and oft' dut\' for purposes 
of legal status, and there is often no clear practical 
demarcation between being on and being off dun'. 
Moreover, in the overall militan’ environment, there 
are rigors, physical and mental stresses, and known 
and unknown risks and hazards unlike and far bc\’c«td 
those seen in civilian occupations and daily life. Mili- 
tary members stationed in foreign countries are often 
exposed to increased risks of injury and disease, both 
on and oft' miiitarv facilities. 

For these reasons, current law requires only that an 
injun’ or disease be incurred or aggravated “‘coincident 
with" miiitarj' service; rhere is no requirement that the 
veteran prove a causal connection between militar>' 
service and a disability for which service-connccrcd 
status is sought. For these same reasons, a requirement 
to prove scr\'icc causation would be unworkable as 
long as it is the purpose of the law to equitably dispose 
of questions of servicc-coiuieaion and provide benefits 
when benefits are rightfully due those who lay their 
health and lives on rhe line to bear the extraordinary 
burdens of defending our national interests. Of course, 
if it were to become the object of our Government to 
limit as much as possible its responsibility for veterans’ 
disabilities rather than to have a fair and praaical legal 
framework for justice, requiring proof of service causa- 
tion would accomplish that object quite effectively by 
making it impossible to prove many meritorious 
claims. 


Surprisingly, during deliberations on the annual 
defense authorization bill for fiscal vear 2004, kev 
membets of the Icadcrsliip of the United States House 
of Representatives developed a scheme to accomplish 
that wiy purpose by replacing the “line of dun’" stan- 
dard with a strict “performance of duty" standard, 
under which setv'icc-connection would not generaliv 
be in order unless a veteran could prove that a disabil- 
it\' was caused bv actuallv performing militar\’ duties 
per se. AJtlKsugh this scheme was not enacted into law, 
the defense authorization bill did provide for the estab- 
lishment of a commission to study the fouitdations of 
disabilin’ benefit programs for veterans, presumably 
with the same ultimate goal in mind. This action is 
consistent with current systematic efforts to reduce 
spending on military’ personnel and veterans to devote 
more resources to military hardware and the other 
costs of war 

It is self-evident that current standards governing 
service-connected status for v’ctcrans' disabilities and 
deaths arc equitable, practical, sound, and time-tested. 
TIjc Independent Budjfet veterans scrv’ice organizations 
(IBVSOs) urge Congress to reject any revision of this 
standard for the purpose of permitting the Govern- 
ment to coldly and expediently avoid its responsibili- 
ties for the human costs of war and national defense. 


Ri'cojiuuaidn tion : 


Congress should reject any suggestion to change rhe 
terms for scrvice-conncaion of disabilities and deaths. 


▼ T T 
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Concurrent Receipt of Compensation and Military Retired Pay: 

All military retirees should be penmtted to receive military retired pay and 
VA disability compermetion concurrently. 


Some former servicemembcrs who are retired from the 
Armed Forces on the basis of length of service must 
forfeit a portion of the retired pav they earned through 
faithful performance of militar)' service to receive 
compensation for scnicc-connectcd disabilities. Hiis is 
inequitable because military' retired pay i.s earned bv 
virtue of a veteran’s long scr\'ice on behalf of the 
Countr\' 

Entitlement to compensation, on the other hand, is for 
an entirely separate reason— because of serxicc-rclated 
disability Many nondisablcd militaty retirees pursue 
second careers after service to supplement their 
income, thereby justly enjoying the full rew'ard for 
completion of a militan' career along with the added 
reward of full pay for the civilian employment. In 
contrast, militar\' retirees with service-connected 
disabilities do nor enjoy the same fuU earning poten- 
tial. Their earning potential is reduced commensurate 
with the degree of service-connected disability. To put 
them on equal footing w'ith nondisablcd retirees, they 
should receive full military retired pay and compensa- 
tion to substitute for diminution of earning capacity. 

To the extent that militaty retired pay and disability 
compensation now offset each other, the disabled 
retiree is treated les.s fairly than the nondisablcd mili- 
tary retiree. Althou^t the offset is being phased out for 
veterans 50% or more disabled, this is especially 


inequitable where the milicarv retiree is totally 
precluded from employment by service-connected 
disabilit\' and is still adversclv affected during the 10- 
year phase-out period. 

Morcovec, a disabled veteran who docs not retire from 
military' scn'icc but elects instead to pursue a civilian 
career after his or her enlistment expires can receive full 
compensation and full civilian retired pay. A veteran 
who has served this countty for 20 years or more 
should have that same right. The veteran should not be 
penalized for choosing the nulitary service as a career 
rather than a civilian career, especially where in all like- 
lihood a civilian career would have involved fewer 
sacrifices and greater rewards. Q>mpensation should 
not be offset against military' longevity' retired pa)’. If a 
veteran must forfeit a dollar of retired pay for every 
dollar of compensation the veteran receives, our 
Govenimcm Ls in effect pax'ing the veteran nothing for 
the .scrvicc-conncctcd disability he or she suffere. The 
IBVSOs urge Congress to correct this serious inequity. 


Ri.ci>imucndation: 


Congress should enact legislation to totally repeal the 
inequitable requirement that veterans’ military' retired 
pay based on longevity be offset by' an amount equal 
to their VA disability compensation. 


T T T 
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Continuation of Monthly Payments for ail 
Compensable Service-Connected Disabilities: 

Lump-sum settlements of disability compeftsatim should not be used ns a way to 
decrease the Govermnenfs obligation to disabled veterans and save the Govemtnent money. 


Under current law, the Government pavs disability 
compensation montlils' to eligible \'cterans on account 
of and at a rate commensurate with diminished earn- 
ing capacity resulting form the effects of sen'ice- 
connected diseases and injuries. Bv design, 
compensation continues to provide relief from the 
service-connected disability’ for as long the veteran 
continues to suffer its eftecB at a compensable level. 
By law, the level of disability determines the rate of 
compensation, thereby requiring reevaiuation of the 
disabilin* upon change in its degree. Lump-sum 
payments have been recommended as a way for the 
Government to avoid the administrative costs of 
reevaluating sen’ice-connected disabilities and as a way 
to avoid future liabilities to scrv'icc-conneCTcd disabled 
veterans when their disabilities worsen or cause 
secondary disabilities. Under such a scheme, VA 


w’ould use the immediate availability of a lump-sum 
settlement to entice x'ctcrans to bargain away their 
future entitlement. Such lump-sum pa^'men^s w’ould 
not, on the whole, be in the best interests of disabled 
wtcrans, but rather would be for Government savings 
and convenience. The IBVSOs strongh’ oppose anv 
change in law to provide for lump-sum pas'ments of 
compensation. 


livcuaiinciidn tian : 


Congress should reject any recommendation that it 
change the law to permit VA to discharge its future 
obligation to compensate service-connected disabili- 
ties through payment of lump-sum settlements to 
veterans. 


▼ ▼ ▼ 

Recovery of Taxes on Disability Benefits: 

Tb permit veterans to recover taxes impropeHy withheld, Conjfress sfjould enact an exception 
to the 3-year Imitation on amendmetit of tax returns. 


Section 104(4) of title 26 United States Code 
(U.S.C.) exempts from tixablc income “allowance for 
personal injuries or sickness resulting from active serv- 
ice in the armed forces.” Similarly, 38 U.S.C. 
§ 5301(a) provides that benefits due or to become 
due under any law administered by VA “shall be 
exempt from taxation.” In St. Clair v. United States, 
778 F. Supp. 894 (E.D. Va, 1991), the district court 
affirmed that the law excludes disability severance pay 
from taxable income. 

The Internal Revenue Service (IRS) acquiesced in the 
district court's ruling, and veterans may amend their 
rax returns to recover amounts illegally taxed. 
Nonetheless, taxes are still being w’ithhcld from 
disabilitv severance pay, and veterans must claim a 
refund or file an amended return to recover these taxes. 


However, the 3-ycar statute of limitations on amend- 
ing tax returns prevents veterans whose improper taxa- 
tion occurred more than 3 years before the court’s 
decision or their learning of this unlawful taxation 
from rccowring amounts the IRS unlawJulh' wiriiheld. 

Additionally, where entitlement to disability compen- 
sation is established rctroactivel}' but nor paid because 
the veteran received militarx’ retired pay during the 
period, the portion of the taxable retired pay that VA 
would have paid as nontaxable disability' compensation 
bur for the delayed award becomes nontaxable. The 
veteran may file an amended return to recover the 
excess taxes paid. Again, the 3-year limitation bars 
tecovety' of taxes for periods be\x>nd that rime. 
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Therefore, became of Government error, disabiiirv 
severance pay was improperly taxed, and rliis may haw 
occurred more rhan 3 x'ears previously, AdditicMulh', 
retroactive compensation entitlement for more than 3 
years w'ould occur only where awards were delayed 
because of error reversed on appeal. Li both instances, 
circumstances beyond the veteran's control may 
prevent tlmeiv amendment of tax returns. An excep- 
tion to the 3-vear limitation is fulh’ justified to correa 
this inequirv'. Indeed, the IBVSOs maintain that taxes 
should nor be withheld from disability' severance pay 
and that neccssart' changes should be made to the law 
to discontinue this unnecessarilt' burdensome practice. 
The IBVSOs urge Congress to enact legislation to 
remedy tliis problem. 


Reanmnnidatioii: 


Congress should amend the law to provide for an 
exception to the 3-year limitation on amendment of 
tax returns in the case of erroneous r.txation of disabil- 
in' severance pay or in the case of retroactive exemp- 
tion of more than 3 years and should change the law to 
discontinue the withholding of taxes from disability 
severance pay 


▼ ▼ ▼ 


Exclusion of Compensation as Countable Income for Federal Programs: 

Disability compensation should not be counted as income jbr purposes of eli^ilUy 
jbr assisted housin£ through the Department of Housing and Urban Development 
fmd other means-tested Federal programs. 


Current policy at the Department of Housing and 
Urban Development (HUD) considers nontaxabic 
serv'ice-conneaed disability compensation provided by 
VA to be countable income when determining a 
vcrcrwi’s eligibility for HUD's Assisted Senior Hous- 
ing Program. In some cases, particularly when income 
is limited to Social Security and VA disability compen- 
sation, our aging veterans are being denied access to 
this program because their VA compensation places 
them above an established income threshold. This 
compassionate program must be available to those 


veterans who have severely limited incomes. The prin- 
ciple that disability compensation should not be 
counted as income should extend to all Federal 
programs. 


Rccoinmaidn turn : 


Congress should enact legislation to exempt VA 
disability compensation from countable income for 
purposes eligibility for federidly funded programs. 


▼ ▼ ▼ 
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Service-Connection for Smokinq-Related Disabilities: 

Congress should irverse its actiofi that took money fhnn veterans^ disahility compensatim 
to pay fir over-budget spending on transportation programs. 


In 1998, Congress changed the law to prohibit scrs'icc- 
connection for disabilities related to smoking. Under 
the pretext of making an appropriate change in law for 
genuine public polic\' purposes. Congress enacted, in a 
transportation bill, a provision coticoctcd to generate 
savings from the veterans' disabiJin’ compensation 
program to pav for over-budget spending on politi- 
cally popular transportation programs. This unprece- 
dented raid on veterans’ programs for the ignoble 
purpose of paying the cost of massive pork-barrel 
spending was a shameful injustice against wterans. At 
a cost of S217 billion, this transportation bill 
contained nearly 1,500 pork projects and exceeded bv 
S26 billion the spending caps set in the balanced 
budget bill of the war before. 

Compensation for smoking-related disabilities 
prox’ided a convenient target for those with the motive 
of finding money to satisfy their appetite for big 
spending. The target was convenient because it was 
cosy to get similarly inclined members to subscribe to 
the superficial arguments that veterans should not be 
compensated for disabilities that result from their 
personal choice to use an injurious product. It was 
made an attractive target for those who coveted the 
money for their own use by exaggeration of the costs 
of smoking-related compensation for the calculated 
purpose of artificially increasing the amount of spoils 
it would yield to those who wotoJd capture it as their 
prize. As a result, they obtained $15.5 billion to pay 
for increased spending of massive proportions on 
transportation programs. 

It is easy to subscribe ro the notion that veterans 
should not be compensated for illnesses that result 
from their personal choice to smoke cigarettes. 
Howc\’cr, the argument that this is merely a matter of 
personal choice or responsibility’ Ls more than a decep- 
tive oversimplification; It is a misrepresentation. The 
question of whether these arc disabilities that should 
be compensated cannot be answered so simply. 
Indeed, when the question is considered in the depth 
required to arrive at a fair, judicious conclusion, the 
injustice of the prohibition against service-connection 
i.s easily seen. 


Ggarettes have been one of our countr\’'s major mass- 
marketed products since the 1920s. Citizens across all 
socioeconomic levels have used tobacco for pleasure 
or have been enticed by its giamorization and roman- 
ticization in books, motion pictures, advertising, and 
in our society in general. Only recentiv lias there been 
a serious shift in public attitude about smoking and 
serious proposals to regulate tobacco for public health 
reasons. 

Smoking ha.s traditionally been even more prevalent 
among members of our Armed Forces. The DOD has 
been perhaps our Nation’s l.ugesr distributor of ciga- 
rertes. Tlte DOD has long been in the business of 
discounting tobacco products and subsidizing smok- 
ing among scrvicemcmbers. In past \'cars, many of the 
images of soldiers included cigarettes dangling from 
their mourhs. Cigarettes were an integral parr of mili- 
tary life. Survey data compiled in connection with a 
study for VA showed that more than 70% of veterans, 
as compared to about 50% of the U.S. adult popula- 
tion, had a history of smoking. Findings from that 
study indicate that a significant proportion of veterans 
started smoking ^^'hile on aaive dun,' The liighcr inci- 
dence of smoking among veterans can be explained by 
a miliran,’ environment and culture that encouraged 
and facilitared smoking. 

Smoking was much more of a social acriviry’ in the 
military’ setting than it was in civilian life. Part of that 
was due to the inherent nature of the military' environ- 
ment, and part was due to the military’s own use of 
tobacco as a small and relatively incxpensiv’c but cfFec- 
tive way to help scrviccmembers cope with that dilfi- 
cult enviroruTsent. 

During rigorous training and combat operations, 
smoking often pro\'ided the only opportunin' for a brief 
distraction or escape from the stre,sses or drudgery of 
the moment. Smoking provided the only coping too! 
immediately accessible. Drill instruCTors and others in 
control of militan' units used smoking as the actis'ity' for 
occupying ser\'iccmembcrs during brcak-s. Scrx’icemem- 
bers looked forw'ard to those breaks as their only' respite 
and pause from combat and the rigors of miliran' train- 
ing and duties. Smoking was also an ever-present part of 
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the restricted social activities available to scrviccmem- 
bers in isolated militart’ settings. 

Perhaps it was for these reasons that the military Mtab- 
lishment bcc;ime a partner with the tobacco companies 
in distributing cigarettes and promoting tobacco use 
among members of the military services. It is well 
established that the Armed Forces, imdcr various legal 
authorities, provided rations of tobacco to ser\'ice- 
members. Free cigarettes were provided to them 
during combat tours. Free cigarettes were included in 
C-rations, and, as noted, cigarettes were prodded at 
substantially discounted prices in military exchanges. 
Thus, we can accurately state that smoking was not 
only fully approved of bv the Armed Services, it was 
encouraged and facilitated by the military on a level 
probably unparalleled ant^vhere else in our socient 

Like the recent groundsweil of anti-tobacco senti- 
ments, the Government’s opposition to tobacco- 
related benefits for veterans is of recent advent and, 
within VA, represents an abrupt — and convenient — 
reversal of policy. Given the Government’s cojnplic- 
ity in tobacco use among veterans, VA’s 
self-righteous hypocrisy and the Government’s ulte- 
rior motive for enacting this legislation become all 
the more reprehensible. 

Under the law, service-connection is awarded for any 
disability incident to service. Disabilities due to willful 
misconduct are an exception to that rule, however. 
“Willful misconduct” is “an act involving conscious 
wrongdoing or known prohibited action.” It means a 
deliberate or intentional act with “knowledge of or 
wanton and reckless disregard” of its probable conse- 
quences. Tobacco use has never been a prohibited 
action. On the contrary', as noted previously, tobacco 
use was fully authorized and approved by the militaiy'. 
VA ha.s held expressly that tobacco use is not willful 
misconduct. In 1964, Administrator’s Decision No. 
988 pointed out that smoking is not deemed willful 
misconduct by VA. The Omnibus Reconciliation Act 
of 1990 amended sections 105(a), 1110, and 1131 of 
title 38, United States Code, to include “abuse of 
alcohol or drugs” as disabilities for which service- 
connection is barred. However, smoking did not fall 
within the definition of drug abuse for VA purposes. 
In that application, “drug abuse” mcai^s use of illegal 
drugs, use of illegally or illicitly obtained prescription 
drugs, intentional use of prescription or nonprcserip- 
rion drugs for purposes other than rheir medically 


intended use, asid use of substances to enjoy their 
intoxicating effects. 

It would be the height of hypocrisy for Congress or 
VA to declare smoking misconduct when VA provided 
free tobacco to hospitalized veterans under authority 
of a statute enacted by Congress, a law that has not 
been repealed. To do so would suggest the Govcrii- 
menr abetted misconduct. 

Congress's action to prohibit scr\’ice-conncction for 
smoking-reLited illnesses w'as inequitable and inconsis- 
tent vwth the Government’s position on who is respon- 
sible for the adverse health effects of smoking. During 
decades of litigation, the cigarette manufacturers paid 
not even a single dollar in damages for the injurious 
effects of smoking. They successfully invoked the 
defense that smokers were personally responsible for 
the consequences of smoking because they “assumed 
the risk” by knowingly using a porenriaily harmful 
product. Those suing the tobacco companies persisted, 
ncmethclcss, and that defense is no longer recognized as 
viable because it has come to light that the tobacco 
companies concealed from consumers much about the 
injurious and addictive effects of tobacco use. 

It is on the premise chat the cigarette manufacturers, 
and not smokers, arc responsible for the effects of 
smoking that die state governments and the Federal 
Government arc recouping from the tobacco industrj' 
billions of dollars for costs of tobacco- related health 
care provided to government beneficiaries. Yet the 
Clinton Admini-stration disingenuously invoked the 
ven' defemc the Government rejected as an excuse for 
depriving veterans of compensation. Congress, seeing 
that this was the way to fund its own pork-barrel 
spending, seized upon the President’s proposal. 

While the Government’s position in the litigation 
against tobacco companies rested on the premise that 
these consumers could not themselves be held 
responsible for their own tobacco use inasmuch as 
they were not undertaking a potentially harmful 
aciivic)' with full knowledge of its risks and probable 
consequences, the President’s proposal to prohibit 
compcnsacicwi for veterans rested on a contrary' prem- 
ise. The contrail' premise was that veterans were 
somehow in a position of knowledge and under- 
standing superior to that of ail other consumers and 
thereby voluntarily exposed themselves to a known 
danger of which they appreciated the nature and 
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extent and thus must be held pcrsonallv responsible 
and not entitled to compensation. 

There was no proposal to prohibit other Government 
benefits on this basis. For example, disabilin^ and 
hcaith-care benefits continue under other Federal 
programs even though smoking may have played a 
role in causing the illness and disabilin'. 

Accordinglv, considering that smoking was encour- 
aged by the Armed Forces with the result of a higher 
incidence of smoking among veterans, considering 
that \-eterans were no more aware of the inherent risks 
of smoking than the general public, and considering 
that no other Federal programs prohibit disability or 
medical benefits for conditions related to smoking, no 
rational basis exists for holding veterans to a different 
standard and singling them out for disparate and puni- 
tive treatment. 

In its quest to get veterans’ benefits to fond increased 
spending on transportation. Congress paid little atten- 


tion to the merits of a prohibition against serx’ice- 
connection. The manner in which the provision was 
enacted demonstrates that it was the monev and not 
the merits that provided the monienrum behind rhis 
legislation. 

Certainly it is arguable that anvone entering military 
service todav should be deemed to have hill knowledge 
of the risks of smoking. We would not oppose a prohi- 
bition of service-connection for disabilities shown bv 
clear and convincing evidence to ha^'c been caused by 
smoking alone if the bw’ applied to persons who enter 
militM^' service on or after the date of enactment of the 
bw. The current prohibition should be repealed, 
however. 


liL-CDUiuicndn tiou : 


Congress should repeal its prohibition on service- 
connection for smoking-related disabilities. 


T T T 


Compensabte Disability Rating for Hearing Loss Necessitating Hearing Aid: 

VA*s disability rating schedule should provide a minimum 10% Mobility rating 
for hearitiff loss that require use of a hearing aid. 


The VA Schedule jbr Ratinp Disabilities docs not 
provide a compensable evaluation for hearing loss at 
certain levels severe enough to require hearing aids. 
The minimum rating for any heating loss warranting 
use of hearing aids should be 10%, however. 

A disability severe enough to require use of a pros- 
thetic device should be compcmablc. Beyond the func- 
tional impairment and the disadvantages of artificial 
restoration of hearing, hearing aids negatively affect 
the wearer’s phv'sical appearance, similar ro scars or 
deformities that result in cosmetic defects. Also, it is a 
general principle of disability compensation that 
rating.s arc not offset by the fiuiaion artificially 


restored by prosthesis. For example, a veteran receives 
ftiU compensation for amputation of a lower c,\ircmin’ 
though he or she may ambulate with a prosthetic limb. 
Providing a compensable rating would be consistent 
with minimum ratings provided elsewhere when a 
disability does nor meet the rating formula require- 
ments but requires continuous medication. 


Krcuiiiinciidntimi: 


VA should amend its Schedule for Rating Disabilities to 
provndc a minimuni 10% disabilitv' evaluation for any 
hearing loss for which a hearing aid is medically indi- 
cated. 


T ▼ T 
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Temporary Total Compensation Awards: 

Temporary awards of total disability mnpensatum sltould be exempted fmn delayed payment dates. 


An inequity exists in current law controlling the begin- 
ning dare for payment of increased compensation 
based on periods of incapacity' due to hospitalization 
or convalescence. 

Hospitalization in excess of 21 days for a service- 
connected disability’ entities the veteran to a tempo- 
rary' total disability' rating. This rating is cfFcaive the 
first day of hospitalization and continues to the last 
day of the month of hospital discharge. Similarly, 
yvhere surgery for a service-connected disability neces- 
sitates at least 1 month's coiwalesccncc or causes 
complications, or where immobilization of a major 
joint by cast is necessary, a temporary’ total rating is 
awarded effective the date of hospital admission or 
outpatient visit. 

While the effective date of the temporary’ total disabil- 
ity rating corresponds to the beginning date of hospi- 
talization or treatment, under 38 U.S.C. § 5111 the 
effective dare for payment purposes is delayed until the 
firet day of the month foiloyving the effective date of 
the increased rating. 


This provision deprivc.s veterans of any increase in 
compensation to offset the total disability' during the 
first month in which temporary' total disability- occurs. 
HiLs deprivation and consequent delay in the payment 
of increased compensation often jeopardizes disabled 
veterans’ financial security and unfairly causes them 
hardships. 

Theteforc, the IBVSOs urge Congress to enact legisla- 
tion exempting these temporary' total ratings, under 38 
C.F.R. §§ 4.29, 4.30, from the provisions of 38 
U.S.C §5111. 


Ri'cominaidn t'uni ; 


Congress should amend the iayv to authorize increased 
compensation on the basis of a temporary’ total rating 
for hospitalization or convalescence to be cftcCTivc, for 
payment purposes, on the date of admission to the 
hospital or the date of treatment, surgery, or other 
circumstances necessitating convalescence. 


▼ T T 
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READJUSTMENT BENEEITS 

Mxmt^omery GI Bill 

Expansion of Montgomery Gt Bill Eilqibllity: 

Sermcetttenibers ivljo in every respect are at least equally entitled to participate in the Mont^mmry GI Bill 
m servicemembers who first entered miliuiry service after June 30, 1 985, are inelijfihle 
if tltey entered or bad military service bejbre that date. 


Under current law, an active duty servicemember must 
have first become a member of the Armed Forces after 
June 30, 1985, to be eligible to participate in the 
Montgomcty GI Bill. An active duty scn’iccmembcr 
who entered the Armed Forces before that date and 
continues to serv'e cannot participate — unless he or she 
was enrolled in the prior educational assistance 
program and elected to convert to the Montgomery' 
GI Bill. In this situation, servicemembers who have 
served longer and are arguably more deserving of 
educational benefits are treated less favorably than 
members who have served in the Armed Forces for 
shorter periods. 


Anv person who was sen'ing in the Armed Forces on 
June 30, 1985, or any person who reentered seri'icc in 
the Armed Forces on or after that date, if otherwise 
eligible, should be allowed to participate in the Mont- 
gomcty GI Bill under the santc conditions as members 
who first entered militan- ser\'icc afrer that date. 


Ri'cojniiianiatiini: 


Congress should amend the law to remove the restric- 
tion on eligibility to the Montgomery’ GI Bill to those 
who first entered militarv scr\'ice after June 30, 1985. 


T T T 


Refund of Montgomery GI Bill Contributions for Ineligible Veterans: 

The Government should refutui the contributions of individuals who become inedible 
jbr the Montgomery GI Bill because of general disclmr^es or discharges “under honorable conditions. ” 


The Montgomery’ GI Bill-Active Duty program 
provides educational assistance to veterans who first 
entered active duty (including full-time National 
Guard duty) after June 30, 1985. To be eligible, 
scmcemembcrs must have elected to participate in the 
program and made monthly contributions from their 
military' pay. These contributions are not refundable. 

Eligibility is also subject to an honorable discharge. 
Discharges characterized as “tinder honorable condi- 
tions” or “generar do not qualify The IBVSOs believe 
that in the case of a discharge that involves a minor 


infraction or deficiency in the performance of duty the 
individual should at least be entitled to a refund of his 
or her contributions to the pre^ram. 


liL'Coiniiii'itdn tioii : 


Congress should change the law to permit rcfxutd of an 
individual's Montgomery GI Bill contributions when 
his or her discharge was characterized as “general” or 
'Tinder honorable conditions” because of minor infrac- 
tions or inefficiency 


▼ ▼ ▼ 
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Housing Grants 

Increase in Amount of Grants and Automatic Annual Adjustments for Inflation: 

Hotisin^ profits and hotne adaptation pirantsfor seriously dtiahled veterans need to be adjtisted automatically 
each year to keep pace wish the rise in the cost of Irvinjf. 


VA provides specialh' adapted housing grants of up to 
$50,000 to veterans with senice-connected disabilitiei 
consisting of certain combinations of loss or loss of use 
of extremities and blindness or other organic diseases 
or injuries. Veterans with service-connected blindness 
alone, or with loss or loss of use of both upper extrem- 
ities, mav receive a home adaptation grant of up to 
510,000.' 

Increases in housing and home adaptation grants haw 
been infrequent, although real estate and construction 
costs rise continually. Unless the antounts of the grants 


arc periodically adjiLstcd, inflation erodes the value and 
effectiveness of these benefits, which are payable to a 
seica few but among the most seriously disabled serv- 
ice-connected veterans. Congress should increase the 
grants this year and amend the law to provide for auto- 
matic adjustment annually. 


Jlccojuniciidn tion : 


Congress should increase the spcciaUv adapted housing 
grants and provide for future automatic annual adjust- 
ments indexed to the rise m the cost-of-Oving. 


▼ T T 


Grant for Adaptation of Second Home: 

Grants sfsould be available Jbr special adaptations to homes that veterans purchase or build 
to replace initial specially adapted homes. 


Like those of other families today, veterans’ housing 
needs tend to change with time and new circum- 
stances. An initial home may become too small when 
the family grows or become too large when children 
leave home. Changes in the nature of a veteran’s 
disability may necessitate a home configured differ- 
ently and changes in the special adaptations. These 
things merit a second grant to cover the costs of adap- 
tations to a new home. 


liL'cojinnnidation: 


Congress should establish a grant to cover the costs of 
home adaptations for veterans who replace their 
specially adapted homes u'irh new housing. 


▼ TV 
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Adequate Fees for Compliance Inspectors: 

Tlje current: limitation on j^jbr compliance inspectors makes it difficult 
to obtain the services of qualified inspectors in some instances. 


VA ^issumes the responsibility to ensure that specially 
adapted housing is properly constaicted in compliance 
with the construction contract and according to the 
needs of the disabled veteran. To ensure that specially 
adapted housing conforms to the pertinent specifica- 
tions and standards, VA uses contract inspectors. 
Currenth; VA pa)’s a maximum of $65 for compliance 
inspections. This amount is not sufficient to allow for 
geographic differentials and the variety of technical 
backgrounds of inspectors to ensure that competent 
inspections are performed. 


llLroiiniiaidn tion: 


Congress should amend chapter 21 of title 38, United 
States Code, to authorize pavmcnt of reasonable fees, 
including travel reimbursements, for compliance 
inspections on housing being constructed or adapted 
under the specially adapted housing program. 


Automobile Grants and Adaptive Eepuipmmt 

Increase in Amount of Grant and 

Automatic Annual AdjusUnents for Increased Costs: 

Tlse automobile arid adaptive ecfuiptnent grants need to be increased and 
automatically adjusted annually to cater increases in costs. 


VA provides certain severeh' disabled veterans and 
servacemembers grants for the purchase of automobiles 
or other conveyances. Tha grant also protadcs for adap- 
tive equipment neccssar)' for safe operation of these 
vehicles. Veterans suffering from ser\'icc*connccted 
ankylosis of one or both knees or hips are eligible for 
only the adaptive equipment. This program also author- 
izes replacement or repair of adaptive equipment. 

Congress initially fixed the amoimt of the automobile 
grant to cover the full cost of the automobile. With 
subsequent cost-of-living increases in the grant, 
Congress sought to provide 85% of the average cost of 
a new automobile, and later 80%. Until the 2001 
increase to $9,000, the amount of the grant had not 
been .idjusred since 1988, when it was set at $5,500. 


$1,600 allowance represented 85% of average retail 
cost and a sufficient amount to pay the full cost of 
automobiles in the “low-price field.” By contrast, in 
1997 the allowance was $5,500. and the average retail 
cost of new automobiles was $21,750, according the 
National Automobile Dealers Association. The 1997 
average cost of an automobile was 1,155% of the 
1946 cost, bur the automobile allowance of $5,500 
was only 343% of the 1946 award. Currently, the 
$1 1 ,000 automobile allowance represents only about 
42% of the average cost of a new automobile, which is 
$26,163. To restore the comparabiiin' between the 
cost of an automobile and the allowance, the 
allowance, based on 80% of the average new vehicle 
cost, would be $20,930. 

Veterans eligible for the automobile allowance under 
38 U.S.C. § 3902 arc among the most seriously 
disabled service-connected veterans. Often public 
transportation is quite difficult for them, and the 


Because of a lack of adjustments to keep pace with 
increased costs, the value of the automobile allowance 
has substantialh' eroded through the years. In 1946 the 
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namre of their disabilities requires the laiger and mote 
expensive handicap-equipped vans or larger sedans, 
which have base prices far above rodav’s smaller auto- 
mobiles. The current $1 1 ,000 allowance is only a frac- 
tion of the cost of even the modest and smaller 
models, which arc often not suited to these veterans’ 
needs. 

Accordingly, if this benefit is to accomplish its 
purpose, it must be adjusted to reflect the current cost 
of automobiles. The amount of the allowance should 


be increased to 80% of the average cost of a nexv auto- 
HK^e in 2003. To avoid further erosion of this bene- 
fit, Congress should provide for automatic annual 
adjustments based on the rise in the cost of living. 


Rccoinnicnda tion: 


Congress should increase the automobile allowance to 
80% of the average cost of a new automobile and 
provide for automatic annual adjustments in the 
future. 


▼ ▼ ▼ 


Home Loam 


Increase in Amount of VA Guaranty: 

Averi^e housing cosa in some areas have risefi to amounts tijat make the maximum VA guaranty imufficufit 
to aliow veterans to purchase Iwmes xvith VA-guaranteed mortgages. 


To make home ownership easier for eligible veterans 
and others, the VA home loan guaranty program 
creates conditions in which private lenders extend 
credit under more favorable terms than would gener- 
ally be extended in the commercial mortgage market. 
By guaranty of repayment, the VA protects lenders 
against loss. This VA obligation to ensure repayment 
allows lenders to make loans wthout borrower down 
paynKnts and other safeguards that would generally be 
neccssarv' under conventional lending practices. 
However, when the maximum amount of the VA 
guaranty does not keep pace with rising home costs, 
veterans who must rely on VA guaranties are frozen 
out of the home market or are limited in their ability’ 
to acquire suitable homes. 

The maximum amount of the VA guarantx' effectively 
limits the maximtim loan that can be made without a 
down payment. When the total guaranty docs not at 
least equal what the lender would require as a down 
payment on a loan not guaranteed (c.g., 25% of the 
total loan), the lender will not provide a VA- 
guaranreed loan unless the borrower can make up the 
difference with a down payment. With the current 
maximum guaranty of S60,000, and the general 
requirement that 25% of the loan be covered by the 


guarann^ persons wishing ro purchase homes with VA- 
guarantced mortgages arc in effect limited to homes 
costing a maximtim of $240,000. 

Until 1999, the VA loati limit was always significantly 
higher than the Federal Housing Administration 
(FHA) home loan limit. Since 1999, when FHA loans 
were indexed ro the Federal National Mortgage Asso- 
ciation (“Fannie Mac”) and Federal Home Loan Mort- 
gage Corporation (“Freddie Mac”) conforming 
mortgage loan limit — which is adjusted annually to 
reflect increases in housing costs — FHA loan ceilings 
have risen substantially higher than the miximum 
loans for veterans. The FHA limit is 87% of the 
conforming loan limit. Starting January’ 1, 2004, the 
new Fannie Mae-Frcddic Mac single-family loan limit 
will increase from $322,700 to $333,700, and the 
FHA limit will therefore increase to $290,319. 

Home loans for veterans should be more generous 
than those available to other citizens under the FHA. 
The IBVSOs recommend that the VA home loan guar- 
anty be set to allow irixvimum loans at 90% of the 
Fannie Mae-Freddie Mac conforming loan limit, with 
automatic annual indexing to the conforming limit. 
For 2004 the amount of tlic maximum VA loan under 
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rhat formula would be $300,330, which would require 
an increase in the maximum VA giiarantv ro 
$75,082.50. The IBVSOs recommend that the maxi* 
mum VA giiari\nr\' be increased to $75,085 for 2004. 


Ri'comjiicndati(i}i : 


To keep pace with the rising costs of housing, 
Congress should increase the maximum VA home loan 
guaranty to $75,085 for 2004 and provide for auro- 
matic annual indexing to 90% of the Fannie 
Mac-Fieddic Mac loan ceiling thereafter. 


T ▼ T 

No Increase in, and Eventual Repeal of. Funding Fees: 

Funding ftes are contrary to Uie principles imderlyirr^ our benefit program jbr veterans, and 
increased fitfuUng fies are negating the benefits and advantages of VA bom loans. 


Congress initialiy imposed funding fees upon VA guar- 
anteed home loans under budget reconciliation provi- 
sions as a temporary' dcftcit reduction measure. Now, 
loan fees are a regular feature of all VA home loans 
except those exempted. During its first session, the 
108th Congress increased these loan fees. The purpose 
of the increases was to generate additional revenues to 
cover the costs of improvements and cost-of-living 
adjustments in other veterans’ programs. In clfcCT, this 
legislation requires one group of veterans (and espe- 
cially our young active duty militaty)^ those subject to 
loan fees, to pay for the benefits of another group of 
veterans, those benefiting from the programs 
improved or adjusted for increases in the cost of living. 

First and foremost, it is the position of Vh Independent 
Budget that veterans’ benefits, provided to veterans by 
a grateful nation in return for their contributions and 


sacrifices through service in the Armed Forces, should 
be entirely free. In addition. The Independent Budget 
finds it cntirclv indefensible that Congress can only 
make improvements or adjustments in vcrcrans' 
programs for inflation by shifting the costs onto the 
backs of other veterans. The Government, not veter- 
ans, should bear the costs of veterans’ benefits. With 
these increased funding fees, the advantages of VA 
home loans for veterans are being negated. These fees 
arc increasing the burdens upon veterans purchasing 
homes while the intent of VA’s home loan program is 
to lessen the burdens. 


RccouiuiLiidatiou: 


Congress should refrain from further increasing home 
loan funding fees and should, as soon as feasible, 
repeal these fees entirely. 


▼ T ▼ 
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2 

INSURANCE I 

Government Lifi Insurance 2 

Value of Policies Excluded from Consideration as income or Assets: 

For purposes of other Government pivgrams, tlx cash value of veterans’ Ufi insuranu policies slmtld not be 
cotisidered assets, and dividends and proceeds should not be considered income. 


For nursing home care under Medicaid, the Govern- 
ment forces veterans to surrender their Government 
life insurance polices and apply the amount received 
from the surrender for cash ^'alue toward nursing 
home care as a condition for Medicaid coverage of the 
related expenses of needy veterans. It is uncon- 
scionable to require veterans to surrender their life 
insurance to receive nureing home care. Similarly, divi- 
dends and proceeds from veterans’ life insurance 
should be exempt from countable income for purposes 
of other Government programs. 


RvcojuuicJidn tion : 


Congress should enact legislation to exempt the cash 
value of, and dividends and proceeds from, VA life 
insurance policies from consideration in determining 
eiiriflement under other Federal programs. 


▼ ▼ T 


Service-Disabled Veterans’ Insurance (SDVI) 

Lower Premium Schedule to Reflect Improved life Expectancy: 

K4 should be authorized to charge lower premiums Jbr SDV2 policies 
based on improved Ufi expectancy under current mortaUty tables. 


Because of service-connected disabilities, disabled 
veterans have difficulty getting, or are charged higher 
premiums for, life insurance on the commercial 
market. VA therefore offers disabled veterans life insur- 
ance at standard rates under the SDVI program. When 
this program began in 1951, its rates, based on mortal- 
ity tables then in use, were competitive with commer- 
cial insurance. Commercial rates have since been 
lowered to reflect improved life expectancy shown by 
current mortality tables. However, VA continues to 


base its rates on mortality tables from 1941. Conse- 
quently, SDVI premiums arc no longer competitive 
with commercial insurance and therefore no longer 
provide the intended benefit for eligible veterans. 


Rrcouinu'udn t inn : 


Congress should enact legislation to authorize VA to 
revise its premium schedule for SDVI to refica current 
mortalit)' tables. 


▼ T T 
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Increase in Maximum SDVI Coverage: 

Uje current $10,000 ftuudmum Jbr Hfe insurmce under SDVI 
does not provide adequatefyjbr the needs of survivors. 


When life insur;ince for veteriiis had its beginnings in 
the War Risk Insurance program, first made available 
to members of the Armed Forces in October 1917, 
coverage was limited to S10,(K)0. At that time, the Jaw 
authorized an annual s;i]ar\' of $5,000 for the Director 
of the Bureau of War Risk Insurance. Obviously the 
average iuinuaj wages of servicemembers in 1917 was 
considerably les.s titan $5,000, A $10,000 life insurance 
polia' provided suflkiently for the loss of income frewn 
the death of an insured in 1917. 

Today, some 87 vears later, maximum cowrage under 
the base SDVI polic)' is still $10,000. Given that the 
annual co.st of living is many times what it was in 
1917, the same maximum coverage well over three 
quarters of a centun' later clearly does not provide 


meaningful income replacement for the survivors of 
scrvicc-dLsablcd veterans. 

In the May 2001 report from an SDVI program evalu- 
ation conducted for VA, it was recommended thar 
basic SDVI coverage be increased to $50,000 maxi- 
mum. The IBVSOs therefore recommend that the 
maximum protection available under SDVI be 
increased to at least $50,000, 


Rfcuiiuiiaiiiatioii: 


Congress should ctvact legislation to increase the mxxi- 
mum protection under base SDVI policies to at least 
$50,000. 


▼ T T 


Veterans^ Mortgage Life Insurance (VMLI) 

increase in VMU Maximum Coverage: 

The maximum amount of mortgage protection under VMU needs to be increased. 


The maximum VMLI coverage was last increased in 
1992. Since then, housing costs have risen substan- 
tially. Because of the great geographic dilTcrcntials in 
the costs associated with accessible housing, many 
veterans have mortgages that exceed the maximum 
face value of VMLI. Thus, the current maximum 
coverage amount does not cover many catastrophically 
disabled veterans’ outstanding mortgages. Moreover, 
severely disabled vcicrajts may nor ha\'c the option of 
purchasing extra life insurance coverage from commer- 
cial insurers at affordable premiiuns. 


Rironn/icniiatioii: 


Congress should increase the maximum coverage 
under VMLI from $90,000 to $150,000. 


▼ T T 
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OTHER SUGGESTED BENEFIT IMPROVEMENTS 

Protection (^Veterans’ Benefits Against Claims cfiThird Parties 

Restoration of Exemption from Court-Ordered Awards to Former Spouses: 

Virouffh interp’etatiott of the law to suit their own ends, the courts have nullified plain statutory provisions 
protecting veterans^ benefits against claims ofjbrmer spouses in divorce actions. 


Congress has enacted laws to ensure veterans’ benefits 
scr\'e their intended purposes by prohibiting their 
diversion to third parties. To shield these benefits from 
the clutch of others who might tr^' to obtain them by a 
wide variety of devices or legal processes. Congress 
fashioned broad and sweeping statuton’ language. 
Pursuant to 38 U.S.C. § 530i(a), “[pjayments of 
benefits due or to become due under anv law adminis- 
tered by the Secretarv’ shall not be assignable except to 
the extent specifically authorized by law, and such 
payments made to, or on account of, a beneficiary shall 
be exempt from taxation, shall be exempt from the 
claim of creditors, and shall not be liable to attach- 
ment, lcv\; or seizure by or under any legal or equi- 
table process whatever, cither before or after receipt bv 
the bcncfjciart':” 

Thus, while as a general rule an individual’s income 
and assets should rightfully be subject to legal claims 
of others, the special purposes and special status of 
veterans’ benefits trump the rights of all others except 
liabilities to the United States Government. Veterans 
cannot voluntarily or involuntarily alienate their 
rights to veterans’ benefits. The justification for this 
principle in public policy is one that can never 
obsolescc with the passage of time or changes in 
societal circumstances. 

However, unappreciative of the special character and 
superior status of veterans’ rights and benefits, the 
courts have supplanted the will and plain language of 
Gangress with their own expedient views of what the 
public policy .should be and their ow'n convenient 
interprerations of the law. The courts have chiseled 
away at the protections in § 5301 until this plain and 
forcefiil language has, in essence, become meaningless. 


Various courts have shown no hesitation to force 
disabled veterans to surrender their disability' compen- 
sation and sole source of sustenance to able-bodied 
former spouses as alimony awards, although divorced 
spouses are entitled to no veterans’ beuefirs under 
veterans’ laws. The welfare of ex-spouses has never 
been a purpose for dispensing veterans’ benefits. 

We should never lose sight of the fact that it is the 
veteran who, in addition to a loss in earning power, 
suflere the pain, limitations in the routine aaivitics of 
dailv life, and the other social and lifesty’ie constraints 
that result from disabilin'. The needs and well-being of 
the veteran should always be the primary; foremost, 
and overriding concern when considering claims 
against a veteran's disability' compensation. Disability 
compensation is a personal entitlement of the veteran, 
without whom there could never be any secondary 
entitlement to compensation by dependent family 
members. Therefore Federal law should place strict 
limits on access to veterans’ benefits by third parties to 
ensure compensation goes mainly to support veterans 
disabled in the service of their Country. Congress 
should enact legislation to override judicial interpreta- 
tion and leave no doubt about the exempt status of 
veterans’ benefits. 


liiroiiimctiiintwri: 


Congress should amend 38 U.S.C. § 5301(a) to make 
its exemption of veterans’ benefits from the claims of 
others applicable “notwithstanding any other provi- 
sion of law” and to clarify’ that veterans’ benefits shall 
not be liable to artaclintent, Icn; or seizure by or under 
any legal or equitable process whatever “for any 
purpose.” 


T ▼ ▼ 


21 


OTHER SUGGESTED BENEFIT IMPROVEMENTS 




84 


General 

Operating 

Expenses 


The Department of Veterans Affairs (VA) administers veterans’ benefit programs through its 
central office in Washington, DC, and a nationwide system of regional and benefit offices. 
Responsibility for the various benefit programs is divided among five different services within 
the Veterans Benefits Administration (VBA): Compensation and Pension (C&P), Vocarional 
Rehabilitation and Employment (VR&E), Education, Loan Guaranty; and Insurance. Under 
the direction and control of the Under Secretary for Benefits and various deputies, the 
program directors set policy' and oversee their programs from VA’s Central Office. The field 
oftices receive benefit applications, determine entitlement, and authorize benefit payments 
and awards. 

Tlie Office of the Secretary of Veterans Affairs and the assistant secretaries provide depart- 
mental management and administrative support. These offices along with the Office of 
General Counsel and the Board of Veterans’ Appeak are the major activities under the General 
Administration portion of the General Operating Expenses (GOE) appropriation. The GOE 
appropriation funds the benefits delivery system— VBA and its consriruent line, staff, and 
support functions — and the functions under General Administration. 

The IBSVOs make the following recommendations for improving VA performance and serv- 
ice CO veterans. 
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General Operating Expense Issues 

VETERANS BENEFITS ADMINISTRATION 

VBA Mjima£iement 

Line Authority over Field Offices: 

VA program Mrectors sljould have Hite authority (mr beeiefits’ administration in the field offices. 


The Veterans Benefits Administration (VBA) has 
intr{)duced several new imtiatives to improw its claims 
processes. Besides fundamental reorganization of 
claims processing methods to achieve increased effi- 
ciencies, the initiatives include several measures to 
improve qualitv in claims decisions. Among these 
meitsures are better quality iissurance and accountabil- 
in' for technicallv correct decisions . 

VBA’s current management structure presents a seri- 
ous ob,staclc to enforcement of accountability, 
however, because program direaors lack line authority 
over chose who make claims decisions. Of VBA 
management, program directors have the most hands- 
on experience with, and intimate knowledge of, their 
benefit lines and have the most direct involvement in 
day-to-day monitoring of field office compliance. 
Program directors are therefore in the best position to 
enforce quality' standards and program policies within 
their respective benefit programs. While higher level 
VBA managers are properly positioned to direa oper- 
ational aspects of field offices, they are indirectly 
involved in the substantive elements of the benefit 
programs. To enforce accountability for technical accu- 
racy and to ensure uniformity in claims decisions, 
program directors lexically should have authority' over 
the decision-making process and should be able to 
order remedial measures w'hen variances are identified. 

In its August 1997 report to Congress, the National 
Academy of Public Administration (NAPA) attributed 


much of VBA’s problems to unclear lines of accounta- 
bilits'. NAPA found that a sense of powerlessness to 
take action permeates the VBA. In turn, field person- 
nel perceived VBA’s Central Office staff as incapable of 
taking firm action. NAPA said that a number of execu- 
tives interviewed bv its studv ream indicated VBA 
executives have difficulty giving each other bad news 
or disciplining one another. NAPA concluded that 
until the VBA is willing to deal with tliis conflict and 
modifS' its decentralized management sn-le it will not 
be able to eftectivclv analx'ze the variations in perform- 
ance and operations existing among its regional 
officc.s. Neither will it be able to achieve a more 
uniform level of performance. Regarding Compensa- 
tion and Pension Service (C&P) especially, NAPA 
concluded that the C&P director’s lack of influence or 
authority’, over its field office employees would greatly 
hamper any efforts to implement reform.s and real 
accountability'. NAPA recommended that the Under 
Sccrcran,' for Benefits strengthen C&P influence over 
field operations and close the gaps in accountability’. 


Rcconuiiciidntioii: 


To make the management structure in the VBA more 
effective for purposes of enforcing program standards 
and accountability’ for quality', VA's Under Secretary 
for Benefits should give VBA’s program directors line 
authority' over VA field office directors. 


▼ T ▼ 
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Departmental Policy for Veterans^ Prqpratns 

Improvements in Rulemaking: 

Departnuftt ofMtemnsAffkirs u misttsitipf its rulemabin£ autfjority Jbr self-^rvitip purposes 
arid to orchestrate an insidious erosion of veterans' r^hts. 


From America's beginnings, our citizens recognized 
that our Nation’s ver)' existence and future depended 
on a strong armv and naw- Thev appreciated the 
fundamental necessity and exceptional value of mili- 
tary' sers'ice. On the principle that those who devote 
part of their youth and risk their lives and health to 
defend their Country deserve special treatment and 
advantages over those who do not, our people have, 
through Congress, accorded veterans special honors 
and provided for generous benefits. Consistent with 
our indebtedness to veterans and our deep apprecia- 
tion for their contributions and sacrifices, our citizens 
have charged VA with providing veterans seeking 
benefits with the highest level of personal sert'icc and 
assistance in obtaining those benefits. Every' effort is 
to be made to help veterans apply for, and establish 
entitlement to, the benefits they claim; within the law, 
VA must endeavor to grant them the benefits they 
seek. For VA to create procedural impediments or 
substantive rules to limit veterans’ rights offends the 
very essence and spirit of benefits for veterans and is 
antithetical to the intent of our grateful nation as 
expressed in the Jaws of Congress. 

Congress has repeatedly stated its intent that the ulti- 
mate goal of VA’s unique process is to ensure veterans 
receive every benefit to which they arc entitled. That 
goal overrides agency' convenience and expedience, 
and toward that end, the VA sy'stcm must afford 
veterans advantages not afforded to claimants in other 
agencies. When enacting legislation to improve the 
process. Congress has frequently sought to preempt 
any misinterpretation of its intent that would formal- 
ize or make VA claims procedures burdensome for 
veterans. On these occasions, Congress has gone to 
great lengths to emphasize and reaffirm its intent to 
preserve the “pro-claimant bias,” informality, and 
helpful nature of the process. Congress expressly 
stated it intends that no changes be made to the exist- 
ing sy'stcm except to further the goals, informality; 
accuracy; and fairness. 

The Federal Courts have reaffirmed on manv 
occasions the principle that laws governing veterans' 


benefits arc to be liberally construed in favor of 
veterans. It is a well-settled rule of statutory 
construction that ambiguities in such statutes are to 
be resolved in favor of veterans. 

Historically; VA's regulations were drafted to reflect 
these benevolent goals and the special treatment and 
coasidcrations to be .iccorded veterans seeking benefits. 
For example, a longstanding VA regulation begins wth 
this declaration; “It is the defined and consistently 
applied policy' of the Department of Veterans Affairs to 
administer the law under a broad interpretation.” 38 
C.F.R § 3.102 (2003). In another regulation, the 
essence of VA policy’ is articulated with this statement: 
“Proceedings before VA arc ex parte in naairc, and it is 
the obligation of VA to assist a claimant in developing 
the facts pertinent to tlie claim and to render a decision 
which grants every benefit that can be supported in law 
while protecting the interests of the Government.” 38 
C.F.R. § 3.103 (2003). 

Regrettably, with its decisions immune to judicial 
review and VA operating in what has been described as 
a state of “splendid isolation” for most of the 20th 
century; VA adjudicators often ignored the liberal 
provisions of VA regulations. With the advent of judi- 
cial review, the courts began enforcing the letter and 
spirit of the law and these regulations. In reaction, VA 
began to construe the statutes as narrowly as possible to 
limit veterans’ entitlements, and it began to rewrite its 
rules in way’s designed to diminish veterans' rights, to 
make the process more burdensome and formal, and to 
serve for VA’s own advantage, convenience, and 
purposes rather than to serv'e the interests of v'ctcrans. 

Although VA’s Special Regulations Rewrite Task Force 
has initially shown signs of adhering to VA’s 
pro-veteran mission in its rewrite of part 3 of title 38 
C.F.R. — and wc hope the final product will reveal 
good intentions — ^generally; when VA writes new regu- 
lations, they no longer hav'e the traditional pro-veteran 
tone. They' often have a negative, restrictive focus. 
They appear calculated to give VA the upper hand 
against claimants and to impair veterans’ due process 


25 


VETERANS BENEFITS ADMINISTRATION 




VETERANS BENEFITS ADMINISTRATION 


87 


INDEPENDENT BUDGET ■ FISCAL YEAR 2005 


rights or access ro an open claims process and benefits. 
Toda)’’s VA regulations arc too often self-serving; Tlicy 
are designed for VA expedience and ro incorporate 
VA’s resistance to liberalizing legislation. Sometimes, 
their apparent aim is to inhibit what VA cannot 
prohibit, VA exploits opportunities to reinterpret 
statutory provisions to remove from its longstanding 
regulations proxisions that are favorable to X'ctcrans. 
With aloofness, VA pays little real attention to public 
comments and offers flimsy rationales for brushing 
them aside. VA’s justifications in response to public 
comments sometimes suggest pretext and are tenuous, 
specious, shallow, or as arbitrary’ as the text of the rules 
rhcmscivcs. VA vigorously defends narrow or restric- 
tive judicial interpretations of its regulations that are 
adverse to veterans but activeh' seeks to overturn judi- 
cial constructions that are more favorable to veterans 
than VA desires. 

Outraged veterans’ organizations have begun to chal- 
lenge more frequently VA’s regulations, but, consistent 
with courts’ tendency to indulge Federal agencies, the 
rcstjlts have been mixed, despite special canons of 
statutory construction intended to favor veterans. 
While veterans’ organizations have had some successes 
in getting the most objectionable regulations invali- 
dated, the courts have sometimes strained to defer to 
VA rules, and veterans’ oiganizarions have sometimes 
not prevailed even in exceptionally meritorious chal- 
lenges. As one court noted, this practice of judicial 
deference “ail too often is taken to mean simply that 
administrative agencies win any dispute involving 
statutory construction.” Mid-Amcrica Care FoufuiatioH 
V. National Labor Relations Board, 148 F.3d 638, 642 
(6th Cir, 1998). VA’s awareness of these circumstances 
appears to embolden it in its arbitran^ rulemaking. 

In matters of veterans’ rights, this n-pe of agenq’ 
behavior must not be tolerated. If the Secretary' of 
Veterans Affairs is unwilling to tein in those who write 


his regubtions and if the courts continue to permit 
such behavior, Congress should act to impose special 
constraints and requirements upon VA’s rulemaking to 
ensure VA carries out the will of the people to treat 
veterans as a special class; ro ensure that VA does nor 
deal with veterans grudgingly, indifferently, or at arm’s 
length as if they were oMinary litigants or claimants for 
Federal l«ncfits; and certainly to ensure that VA does 
not treat veterans like adx’ersaries. 

As has often been obserx^ed, x'eterans hax'c unique 
needs, the nation has an extraordinarx' obligation to 
meet those needs, and the VA sx'srem is therefore a 
unique swem with an extraordinary mission. The 
procedure.^, rules, and remedies of other forums or 
agencies arc frequently improperly suited or inade- 
quate for the administration of x'eterans’ programs. In 
view of the hardening of VA's regubtions and its 
departure from the bcnex'olcnt role assigned to it bx' 
Congress, specially tailored laxvs mav become neces- 
sary' to bring VA’s rulemaking back in line with its 
unique mission as the nation’s patron and benefactor 
for veterans. 


liL'coJinnciidntions: 


The Secretary of Veterans Affairs should act decisively 
to put an end ro VA's scif-serx’ing rulemaking; if the 
SccrctJfX’ does not, Congress should 

(1) scrutinize VA’s rulemaking more closely as part of 
its ox’crsight role, 

(2) interx'ene to override VA niles that run counter ro 
Congressional intent, and 

(3) cnaa spcciiU provisions ro control VA rulemaking 
if the ^cretary of Veterans Affairs fails to bring 
VA’s rulemaking back in line with Congressional 
intent and VA’s benevolent mission. 


▼ T ▼ 
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Compensation and Pension Service 

improvements in Claims Processing Accuracy: 

To redwe the error rate and to avoid unacceptably lar^e case backlog and protracted processing 
times in veterans’ compensation and pension claims^ dse Utemns Beni^ts Administration (VBA) 
must address tire root causes of its quality problems. 


The inability of the VBA to process and decide N’etcr- 
ans’ compensation and pension (C&P) claims accu- 
rately and timely is widely recognized as one of the 
most serious and persisting problems affecting VA and 
veterans. This problem has seriousiv degraded VA^s 
ability to fuifiil its mission of assistance to wterans and 
its corresponding responsibilities to them under the 
law. It has prevented disabled veterans from receiving, 
within a reasonable time, the compensation or pension 
they often urgently need to relieve the economic 
effects of disability. Although this problem plagued VA 
for several years, VA’s various initiatives and plans haw 
failed to solve the problem. Rather, while the number 
of C&P claims decreased substantially over the past 
decade, the claims backlog continued to grow larger 
because production declined and because high error 
rates necessitated rework of large numbers of cases, 
thereby adding to the workload of an already overbur- 
dened s)'stcm. 

The historical dynamics of this intolerable situation 
include flawed policies. In a climate of immunity' from 
outside review over several decades, a culture and 
mind-set developed within VA whereby adjudicators 
began making decisions based on their own personal 
beliefs, attitudes, and predilections. Unwritten rules 
evolved, and arbitrary practices became ingrained. The 
decisions were based more on these unwritten rules 
and practices than the law. As a result, angry' veterans 
demanded, and eventually received, the right to have 
judicbl review of VA decisions. 

The courts found fundamental departure from the law 
in numerous areas. For a while VA attempted to resist 
the precedents of courts. Then VA found that its adju- 
dicators were poorly equipped to interpret and apply 
case law. Other factors, such as budget reductions and 
inadequate resources, intervened to compound the 
predicament. Rather than address the problems 
directly, VA management went through a period of 
denial and blamed its problems on judicial rcriew. 


The claims backlog grew. VA management began to 
press for increased production, VA further compro- 
mised quality' for quantity'. Alarming claims backlogs, 
and consequent pressure from Congress and the veter- 
ans community' cventualiv forced VA to devote more 
meaningful attention to this serious problem. By that 
rime, poor quality pervaded the claims processing 
st'srem and the backlt^ was enormous. VA’s own inter- 
nal study revealed poor quality' as the major cause of its 
inefficiency, but the poor quality was rooted in other 
factors, such as inadequate training and resources. 
Poor quality was a precipitating cause of the backlog 
and then, with the focus on production, also became 
an eftcct of the backlog. 

To break this vicious cycle, VA needed a technically 
sound strategy and effective implementation. In its 
business process reengineering (BPR) plan, it had a 
well-designed and technically sound strategy to 
address the root causes, but VA management failed to 
take the decisive action necessary to implement the 
plan. In addition, while the BPR plan correctly identi- 
fied the root causes in process and set out appropriate 
remedies, it did not address the paramount need to 
change the negative institutional culture and 
strengthen management within VA. These flaws seri- 
ously hindered progress in implementing the plan’s 
reforms. Today, VA still struggles with the same enor- 
mous problem. 

Studies by various panels, commissions, and other 
bodies have failed to produce effective solutions 
because they have cither recommended reducing 
veterans’ rights and benefits to reduce VA’s workload 
and thus accommodate its jnefBcicncy or they have 
lost focus and strayed away from the root causes to 
various incidental and contributing factors. Reducing 
veterans’ rights and benefits to allow VA to remain 
inefficient is indefensible, and any viable and effective 
solution will necessarily require that VA first address 
the root causes. 
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In its October 2001 report, the VA Claims Ptoc«sing 
Task Force made beneficial recommendations, but 
implementation of these recommendations has not 
resulted in the kind of systemwide and sustained 
improvements necessary' to overcome the piobiem. 
Althougli VA has gained ground in reducing its large 
backlog of pending claims for disabilin’ benefits, these 
gains appear more the result of targeting of resources 
and stop-gap measures than systematic improwments 
in qualirv' and accountabiiin' for accuracy' Indeed, in 
^ 2001. despite large numbers of inexperienced adjudi* 

^ cators and complex new procedural requiremenrs in 
2 the Veterans Claims Assistance Act of 2000, which 
would be expected to both slow claims dispositions 
> and result in increased errars, VA shifted its emphasis 
to increased production to meet goals of reducing the 
claims backlog. Under this emphasis on production, 
VA regional office directors became accountable for 
production targets; some were required to develop 
plans to increase production but not quality'; and 
performance awards were based primarily’ on produc- 
tion. VA awai-dcd bonuses for produaion to some 
regional offices that had not met VA accuracy stan- 
dards. Quality again took a back seat to quantin'. 
During fiscal year 2002, VA increased its number of 
claims decisions by two-thirds. Thus, there were three 
factors that each would be expected to have a negative 
effect on accuracy: increased produaion with a corre- 
sponding lack of emphasis on quality', inexperienced 
staff, and new complex procedural requirements. 
Together, these three factors could be expeaed to have 
a compounding effect. According to the United Scares 
General Accounting Office (GAO) in its September 
2003 report, Vuerans’ Benefits: Improvements Needed in 
the Reportiu^ and Use of Data on the Accuracy of Disabil- 
ity Claims Decisions, GAO-03-1045, VA’s accuracy in 
compensation and pension claims decisions declined 
from 89% to 81% during fiscal years 2001 to 2002. 
The GAO also found that VA has not made the best 
use of the accuracy' data it colJeas to evaluate regional 
office performance, to correct errors, to identify 
needed training, and to hold regional offices account- 
able for acniracy. 

At the end of fiscal vear 2003, VA had reduced its 
pending caseload to 253,000 claims, coming close to 
meeting its goal of reducing pending disability' claims 
to 250,000. VA reported that it had increased its 
monthly claims decisions by more than 70% above its 
2001 level, despite an inexperienced workforce and 


increased procedural burdens on VA. VA also surpris- 
ingly reported that its accuracy improved to 85% in 
fiscal year 2003. With its continued net decline in 
accuracx' over the past 3 years, the number of claims 
needing additional work to correct errors is iikclv to 
rise. Accordingly, while the unmanageable claims back- 
log would appear on the surface to have been largeh' 
overcome for the present, the tnie amount of claims 
work awaiting VA mav be greater than indicated bv 
the inventory' of currently pending clitims. The backlog 
of pending claims mat' verv well again begin to quickly 
grow, repeating the familiar vicious cycle in which 
poor quality necessitates rework and results in 
increased workloads, increased backlogs, decline in 
timeliness, and greater pressure to increase production 
at the C3cpense of quality'. Gains on the claims backlog 
through increased production at the expense of quality’ 
are merely cosmetic and temporarv. The only wav to 
break this vicious cycle is quality first. This requires 
management discipline and dogged persistence in 
improving queUitv even if timeliness and VA’s pending 
claims statistics suffer in the short term. VA must focus 
primarily on the root cause of this problem to over- 
come it. 

Clearly, VA’s adjudicators make erroneous decisions 
because they are poorly trained in the law, they operate 
in a culture of indifference to the law, and they arc not 
accountable for their poor proficiency and 
performance. Accordingly, in conjunction with the 
deplov'ment of better training, VA must take bold steps 
TO change its institutional culture, and it must make its 
decisionmakers and managers accountable. With its 
primary focus on these fimdamcntal defects, VA 
should intensify its efforts to make ocher essential 
process improvements, such as better disability’ 
examinations and data exchange beween the VBA and 
its health-care facilities. With wcU-informcd, well- 
reasoned claims decisions will come fairness and effi- 
ciena'. Stable reduaions in claims backlogs ;tnd consis- 
tent timeliness will eventually follow, 


liiConuncndfitioiLC 


To improve quality in VA claims deci.sions and 
stabilize the inventory of pending claims to a\'oid the 
return of an enormous claims backlog and consequent 
long delay's in the delivery’ of compensation and 
pension benefits, VA must address the root causes of 
the problem by': 
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1 ) improving the substance, implementation. Mid 
measurement of the effectiveness of its training for 
compensation and pension adjudicators; 

(2) taking decisive and immediate steps to change its 
negative instinition;ij culture to instill in its deci- 
sionmakers and line management more {xwitiw 
attiaides and fidelity to the law; and 


(3) imposing from top to bottom real accountability 
for proficiency and a qu;ility product. 

In addition to these root causes of inefficiency, VA 
must address other substantial contributing problems, 
such as the inadequaev' of VA disability examinations 
and its technology for information exchange between 
foe VBA and its medical facilities. 


T ▼ T 

Sufficient Staffing Levels: 

Tx) process arid decide additional claims not anticipated and not considered in previous plans to reduce sta^ijf, 
li4 must maintain its staffinpt in FT 2005 at FT 2003 levels. 


VA had projected that its workload would allow it to 
draw down its full-time employees (FTE) in FY 2005 
by approximately 268 below its staffing of 7,757 FTE 
at the end of FY 2003. Howcvci; those projections did 
not take into account an additional 391,000 claims 
and an additional 52,869 appellate case load over the 
next 5 years, which VA now expects incident to legisla- 
tion expanding eligibility for combat- related special 
compensation. Neither did it take into account work- 
load incident to authorizing conairrcnr receipt of mili- 
tary retired pay and disability compensation for 
veterans with service-connected disabilities rated 50% 
or higher in degree. In addition, VA projects that it 
will have to rework approximately 48,000 claims to 


meet the requirements of the decision of the Court of 
Appeals for the Federal Circuit in PVA v. Secretary of 
Veterans Affairs. While most of that work will be done 
during FY 2004, it will likely delay work of some of 
C&P's inventory and carr)' some extra caseload over 
into FY 2005. This additional workload requires chat 
VA maintain its staffing levels of 7,757 FTE for CScP 
Scr\ice in FY 2005. 


Krcoumwndn tion : 


Congress should aufoorize 7,757 FTE for C&P service 
inFY 2005. 


T ▼ T 
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improved Claims Processing with fnforination Technology: 

lb meet its workload ^nands, VA must develop inte^mted systems to electronically trm^er veteram' medical 
records from their source to the claim procesitig database and to aid adjudicators in evaluating that evidence 
according to the pertinent law and regulations. 


To meet its workload demands, VA must rake full 
advantage of automated information smems. These 
systems can facilitate case management, claims 
processing, and decision making in wax's that increase 
accuraa' and efficicncv. To determine and implement 
its optimum performance in record development, 
disability examinations, and clainw disposition, VA is 
undertiiking a review of its claitns process with the goal 
of developing an integrated electronic format to aid in 
uniform and correct application of procedures and 
substantive rules and to allow for the elecmmic trans- 
mission of data from its source into the claims data- 
base. Known as the C&P Evaluation Redesign 
(CAPER) initiative, this project is being undertaken 
by a CAPER ream, working with outside experts. 


VA began work on this initiative in 2001 with a goal 
of nationwide deployment bv April 2005. VA now 
hopes to have this svstem fuUv in place by September 
2006. To achieve that goal, VA needs appro.ximarciv 
$3.5 million in FY 2005 to continue development of 
ritis svstem. 


liccotmiuiidatwii: 


Congre.ss should provide S3.5 million to fund VA’s 
Compensation and Pension Evaluation Redesign 
initiative. 


▼ T T 


Improved Claims Processing with Electronic Files: 

To improve its business processes tltrough reliance on more efficient modem injbrmation tecfmology, 
VA needs to acquire, store, and process claims data m electronic files. 


VA is moving toward more modem and efficient meffi- 
ods of compensation and pension cl^ms processing by 
replacing its paper-based claims sx’stcm with electronic 
imaging. VA’s project, known as '‘Virtual VA," has been 
deployed at VA’s pension maintenance centers and is 
widergoing evaluation and assessment based on experi- 
ence at these three sites. With evenrual full implementa- 
tion, all VBA regional offices will have document- 
imaging capabilities, and VA medical centers will have 
electronic access to veterans’ claims folders tor review in 
connection with disability examinations. VA expects 
better timeliness and accuracy in claims decisions once 
the system is fully deployed. 


To continue document preparation and scanning at 
the pension maintenance centers and development of 
the system for use nationwide, VA needs $8 million 
in FY 2005. 


lii'coinuiiiidntiou: 


Congress should provide $8 million to support contin- 
uing use of VA’s Virtual VA electronic file system at its 
pension maintenance centers and to continue develop- 
ing the svstem for eventual installation in all VBA 
regional offices. 


▼ TV 
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Education Sendee 


Adequate Staffing: 

lb sustain services at current levels and meet added workload demands consequent to liberalizations 
in education prqgranu, the Education Service needs to return its FT 2003 staffing. 


As tr is with its other benefit programs, VA Ls striving 
to provide more timely and efficient service to its 
claimants for education benefits. The Education 
Service has made gains in these areas during FV 2003. 
To continue on that course and to meet the added 
workload demands expected from recent expansion of 
training to qualify for educational benefits, VA must at 
least maintain its FY 2003 direct program staffing of 


708 FTE (excludes information technology and 
management and support FTE) in its Education 
Service. 


lircoiiiniciirlntiou: 


Congress should authorize 708 direct program FTE 
tor VA’s Education Sert'icc. 


T ▼ T 


Vocational Rehabilitation and Employment 

Adequate Staffing Levels: 

To meet its ongoing workload demands and to implement new initiatives recommended 


by tlte Secretary’s VR&E Task Team, 

At the end of FY 2003, VR&E had 931 direct 
program FTE (excludes information technoiog)' and 
management and support FTE). To sustain current 
levels of performance with its projected workload, 
VR&£ needs to maintain that level of staffing. In 
addition, the Secretary’s VR&E Task Team has made a 
number of recommendations to improve vocational 
rehabilitation and employment scrv'iccs for veterans. It 
is projected that approximately 200 additional FTE 


VRiirE needs to increase its staffing. 

will be needed to implement these substantial reforms 
in the VR&E program, its organization, and its work 
processes. 


Ri'coiiniiaidntitni: 


Congress should authorize 1,131 direct program FTE 
for the Vocational Rehabilitation and Employment 
Service for FY 2005. 


T T ▼ 
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GENERAL ADMINISTRATION 

Board of Veterans^ Appeals 

Amendment of 38 C.RR, § T9.5: 

VA has declined to atnend 38 CJtii. § 19.5 to remove its erroneous provision 
that the BVA is not bound by VA manuals, circulars, and other VA directives. 


In .1 1 995 suuly ritled Veterans Benefits: Effective Inter- 
action Needed WiThiu VA to Address Appeals Backlog, the 
GAO cited as a factor contributing to the backlog of 
appeals the lack of uniformity between the BVA and 
VA’-s field offices in the interpretation and application 
of the law. The GAO noted that while both are bound 
b\' the same laws and regulations, they issue independ- 
ent policy and procedural guidance and sometimes 
interpret legal requirements differently. Observing that 
"hundreds of individuals within these organizations 
interpret and apply laws, regulations, and guidance in 
adjudicating claims,” the GAO said: "This legal and 
organizational structure makes consistent interpreta- 
tion of VA's responsibilities essential to fair and effi- 
cient adjudication but difficult to achics’e.’' Tlic GAO 
noted that although "at least four studies have made 
recommendations” that VA coordinate its decision 
making to avoid these types of problems, "we found 
evidence that existing mechanisms do not always iden- 
tiff’ or are slow to resolve” such problems with adjudi- 
cation. Assessing the effect of the lack of uniformin' in 
interpretation and application of the law, the GAO 
said: “These t)pcs of differences not only contribute to 
inefficient adjudication, but also inhibit VA’s abiliu' to 
clearly define its responsibilities and the resources 
ncccssarx' to carr\' them out.” 

Despite good reason to do so, VA has inexplicably 
declined to correct § 19.5, which erroneously 
provides: "The Board is not bound by Department 
manuals, circulars, or administrative issues.” Section 
19.5 thus provides that the BVA will nor operate 
under the same rules as VA field offices and there- 
fore subjects claims decisions to different interpreta- 
tions and applications of law. This provision is 
conrran' to statute and a well-established line of case 
law, which holds that VA, like other Government 
agencies, is bound bv its own internal procedures 
and rules. 

In 38 U.S.C. § 501, Congress delegated to the Scerc- 
tarv the authority to prescribe rules and regulations. 


and issue "guidelines, or other published interprera- 
tionjs] or ordcr[s]” on the nature, extent, and meth- 
ods of submission of proof; application forms; 
methods of medical examinations; and manner and 
form of adjudication and awards. VA manuals arc 
official Department instructions, which are binding 
cm adjudicators under 38 C.F.R. § 3.100 and under 
provisions of the manuals themselves. Many of VA’s 
actions, such as claims decisions and other official 
acts, are jjcrformed by the Secretary’s subordinates 
and do not carr>' the Secrecar\'’s personal signature. 
They arc nonetheless the Sccrctar\''s acts for purposes 
of law. Under 38 U.S.C. § 512, Congress authorized 
the Secretary to subdeiegate the aurhoritv it dele- 
gated to him. Under that section, the Secretary’ may 
assign functions and duties to officers and employees, 
and “all official aas and decisions of such officers and 
employees shall have the same force and effect as 
though performed or rendered by the Secrctar)'.” Tiie 
issuance of manuals as binding instructions must be 
an authorized and proper act and must be deemed 
instruCTions of the Secretary. Otherwise, they would 
not be legal and valid. Under 38 U.S.C. § 7104fc), 
the Board “Shall be bound in its decisions by the 
regulations of the Department, instructions of the 
Secretary, and the precedent opinions of the chief 
legal officer of the Department.” 

Another point makes it clear that the BVA is bound by 
law to follow VA manuals and circulars. Regulations 
and instructions of the Secretarv have the force and 
effect of law. Because VA field offices are dearly bound 
by VA manuals and circulars, the failure of a field 
office adjudicator to follow them would comtitutc an 
error in law. Under 38 U.S.C. § 7104(a), the BVA is 
chaigcd with, and legalJ\' obligated to, correct errors in 
law. Wlicn the BVA reftises to follow, enforce, or apply 
a manual provision to correct its omission by a field 
office, it commits legal error. This has required x’ctcr- 
ans to appeal ro the Court of Appeals for Veterans 
Claims to obtain enforcement of rules in manuals in 
some cases. 
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VA’s refusal to amend § 19.5 to require the BVA to 
follow and enforce VA manuals and other depart- 
mental instructions is indefensible. 


RirojilJiiaidn tioii : 


VA should amend 38 C-F.R. § 19.5 to remove its 
unlawful provision exempting the BVA from VA 


manuals, circulars, and other Department directives, 
and absent timely action bv VA, Congress should 
intervene to ensure this counterproductive problem is 
corrected. 


T ▼ T 
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Judicial Review 
in l^teirans’ 
Benefits 


Although the Department of Veterans Affairs (VA) has the sole authority to adjudicate claims 
for veterans’ benefits, VA’s administrative decisions on claims are subject to judicial review in 
much the same way as a trial court’s decisions are subjea to review on appeal. This provides a 
course for an individual to seek a remedy for an erroneous decision and a means by which to 
settle questions of law for application in other similar cases. When Oangress established what 
is now the United States Court of Appeals for Veterans Claims (CAVC or the court) to 
review appeals from VA’s Board of Veterans’ Appeals (BVA), it added another beneficial 
clement to appellate review. It created oversight of VA decision making by an independent, 
impartial tribunal from a different branch of Government. 

For the most part, judicial review of the claims decisions of VA has lived up to positive expec- 
tations of its proponents. To some extent it has also brought about some of the adverse 
consequences tbrescen by its opponents. Based on past recommendations in The Indcpcftdent 
Budget, Congress made some important adjustments to correct some of the unintended 
effects of the judicial review process. In its initial decisions construing these changes, the 
CAVC has not given the effect intended by Congress to ensure that veterans haw mcaningflv! 
judicial review in all aspects of their appeals. More precise adjustments are still needed to 
confom\ CAVC review to Congressional intent. 

In addition, most of VA’s rulemaking is subject to judicial review. Here again, changes are 
needed to bring rhe positive effects of judicial review to ail of VA’s rulemaking. 

Accordingly, The Independent Budget veterans serv'icc organizations make the following 
recommendations to improve the processes of judicial review in veterans’ benefits matters. 
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THE COURT OF APPEAUS FOR VETERANS CLAIMS 

Scope of Review 

Standard for Reversal of Erroneous Findings of Fact; 

To achieve its intent that the court enforce the berujit-of-dje-douht rule on appellate review, Confess must enact 
more precise and efoectivt amendments to tlx statute setting forth the Court’s scope of review. 


The Court upholds VA's facrual findings unlew they 
are cieariv erroneous. Cicarlv erroneous is the standard 
tor appeiiare Court reversal of a district court's find- 
ings. When there is a “plausibic basis’' for a factual 
finding, it is not clearly erroneous under the case law 
from other courts, which the CAVC has applied to 
BVA findings. 

Under the statutory “benefit-of-thc-doubt” standard, 
the BVA is required to find in the v'cteran’s favor when 
die x'cteran’s evidence is at least of equal weight as that 
against him or her, or stated difFercntly, when there is 
not a preponderance of the evidence against the 
veteran. Yet, the court has been affirming any BVA 
finding of fact when the record contains the minimal 
evidence necessar)' to show a plausible basis for such 
finding. This rendered the stamror)’ benefit-of-the- 
doubt rule meaningless because veterans’ claims can be 
denied and the denial upheld when supported by far 
less than a preponderance of evidence against the 
I'ctcraii. 

To correct this situation, Congress amended the law to 
expressly require the CAVC to consider, in its clearly 
erroneous analysis, whether a finding of laa is consis- 
tent with the benefit-of-thc-doubt rule. With this 
statutory requirement, the CAVC can no longer prop- 
erly uphold a BVA finding of fact solely because it has 
a plausible basis inasmuch as that would clearly contra- 
dict the requirement that the CAVC’s decision must 
take into account whether the facrual finding adheres 
to the bcncfit-of-thc-doubi rule. The coun can no 
longer end its inquiry after merely searching for and 
finding a plausible basis for a factual determination. 
(Congress intended for the CAVC to afford a meaning- 
ful review of both factual and legal determinations 
presented m an appeal before the court. Congress also 


amended the law to spccifi' that the CAVC should, as a 
general rule, reverse erroneous facrual findings rather 
than set them aside and allow the BVA to decide the 
question anavon remand. 

While Congress chose not to replace the clearly erro- 
neous standard of review, it did foreclose the applica- 
tion of this standard in ways inconsistent with the 
benelit-of-the-doubt rule. Also, Congress made it clear 
that rhe CAVC is not to routinely remand cases for 
new BVA fact-finding when the findings of fact before 
the court did not have sufficient support in the record 
and the current record supports a conclusion opfjosite 
of that reached by the BVA. However, the CAVC has 
construed these amendments, intended to require a 
more searching appellate review of BVA fact-finding 
and to enforce the ^nefit-of-thc-doubt rule, as making 
no substantive change. The court’s precedent decisions 
now make it clear that it will continue to defer to and 
uphold BVA fact-finding without regard to whether it 
is consistent with the stanitor)' benefit-of-thc-doubt 
rule as long as the court's scope of review retains the 
clearly erroneous standard, To ensure the CAVC 
enforces the benefir-of-the doubt rule, Congress 
should replace the clearly erroneous standard with a 
requirement that the court W’ili reverse a factual finding 
adverse to a claimant when it determines such finding 
is nor reasonably supported by a preponderance of rhe 
evidence. 


Rccmtiiiicntintiiin: 


Congress should amend section 7261 of title 38 
United States Code to provide that the court will hold 
unlaw'ful and set aside an\’ finding of materia! fact that 
is not reasonably supported bv a preponderance of the 
ev'idence. 
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Preservation ofinjbnnalities ofVA Claims Process 

"Exhaustion" Requirement Has No Place in Veterans Benefits Claims: 

By rejusin£f U consider points mt specijkally argued to BVA, the CAVC has, contrary to Corigressional intent 
and the km, imposed jbrmal pleading requirements upon VA^s injbmml administrative claims process. 


When Congress authorized judicial re\aew' of wterans’ 
claims, one of its foremost concerns and intents was 
preservation of the infornialiw of VA’s administrative 
claims process under conditions in which the BVA’s 
decisions would be subject to review by a court. 
Congress was ver\’ much aware of the dangers that the 
courts might attempt to imptwc their own formal rules 
of adversarial proceedings upon VA's informal claims 
process and therefore sought to prevent this adverse 
consequence. B\' imposing an exhaitstion rw^uirement 
upon veterans, die CAVC has, tor its own expedience, 
largely ignored Congressional intent, the law, and the 
miique nature and purposes of veterans’ programs by 
doing the very thing Congress so carefully and clearly 
acted to forestall. 

In its broader sense, the purpose of the doctrine of 
exhaustion of administrative remedies is to prevent 
parties from bypassing the available administrative 
processes to take their claims directly to the courts. It 
has been recognized that the exhaustion doctrine has 
four primary goals: 

(1) discourage flouring of the administradve processes 
created by Congress; 

(2) allow the administrative agency to apply its 
expertise, to e.\crcise its discretion, and to correct 
its own errors; 

(3) aid judicial review b)' allowing the panics and the 
agency to develop the facts of the case in the 
administrative prxKCcding; and 

(4) promote judicial economy b\' avoiding needless 
duplication of actions and perhaps b)' avoiding the 
necessity for any judicial involvement. 

Clearly, the law docs nor allow a veteran to b\pass the 
BVA and appeal an agency of original jurisdictiem deci- 
sion directly to the CAVC. As provided in 38 U.S.C. 5 
7261, under an appeal properly before it, the court 
“shall,” “to the extent nccessarx' to its decision and 
when presented,” “decide all relevant questions of law, 
interpret constitutional, stanuorx', and rcgulatorv’ 


provisions, and determine the meaning or applicability' 
of the terms of an action by the Secretary’”; “hold 
unlawful and set aside decisions, findings. ..conclu- 
sions, rules, and regulations issued or adopted b\’ the 
Secretary the Board of Veterans’ Appeals, or the Chair- 
man of the Board.” Contrary’ to this staniton’ provi- 
sion, the CAVC refuses to address “all” relevant 
questions of law, etc., “presented” to it unless the 
vcrcran exprcssh' raised and argued these points to the 
BVA. In requiring that the vcrcran have first raised a 
precise legal point or argument to the BVA, the court 
is not only violating § 7261, it is ignoring Congres- 
sional intent and improperly slyifting VA’s obligations 
under the law to veterans. 

Unlike judicial or more formal administrative proceed- 
ings where It is the responsibility of the parties to raise 
and plead all legal arguments and discover and present 
all material evidence, veterans are not expected to 
know and plead the legal technicalities of veterans’ 
benefits. Veterans file simple claims forms with basic 
information, not detailed legal pleadings. Congress 
repeatedly stared its intent ro preserve and maintain 
this informal process throughout the legislative history 
of its legislation to .authorize judicial review. It is VA’s 
legal obligation to assist the veteran in filing the claim 
and developing the evidence and to consider ail rele- 
vant legal authorities and potential bases of entitle- 
ment regardless of whether they’ are expressly raised by’ 
the veteran. When a veteran appeals to the BVA and 
receives an unfavorable decision, the veteran has 
exhamted his or her admimstrativc remedies. Any fail- 
ure to fully develop the record, to fully explore all 
avenues of enritlemcnt, or to apply ail pertinent law is 
an error of omission by rhe BVA that the CAVC 
should address in its appellate rcvicyv, irrespective of 
whether the veteran knew of or raised the specific 
point before the BVA. Yet, for its own purposes, the 
CAVC refuses to consider points of argument that 
were not specifically raised before the BVA. By requir- 
ing veterans to know' and expressly raise and argue all 
the complex legal points relevant to a claim, the CAVC 
shifts the Government’s obligations to veterans, 
imposes unnecessary' formalities upon VA’s administra- 
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tjvc ciaiins process, and fundamentally alters the 
nonadversariai, pro-veteran nature of VA proceedings. 
The court seems unable or unwilling to grasp the 
simple fact that in considering veterans’ appeals it 
reviews a claims record, not a litigation record. 

Congressional interv'ention is neccssarv’ to restore 
veterans' basic rights under the VA claims process. 
Congress should amend 38 U.S.C. § 7261. The 
phrase ‘‘without regard to any rheor\’ of issue prcchi* 
sion or exhaustion" should be added between the 
words “presented," and “shall” at the end of section 


(a). This change would nor disfavor VA because the 
CAVC prosides the agenc\’ an oppormniu’ to respond 
to any legal argument presented by a claimant before it 
rules. 


lii-couuijciidiition: 


Congress should amend 38 U.S.C. § 7261 to 
preclude judicial imposition of formal pleading 
requirements upon the VA claims process. 
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Courthouse and Adjunct Offices: 

The court should be housed in tG own dedicated buildht^, designed and constructed to iu specific needs and 
befitting its authority status, and junction as an appellate court of tlje United States. 


During the nearly 15 years since the court was formed 
in accordance with legislation enacted in 1988, it has 
been housed in commercial office buildings. It is the 
only Article I court that does not have its own court- 
house. This court for veterans should be accorded ar 
least the same degree of respeer enjoyed by other 
appellate courts of the United Stares. Rather than 
being a tenant in a commercial office building, the 
court should have its own dedicated building that 
meets its specific functional and security needs, proj- 
ects the proper image, and concurrently allows the 
consolidation of VA General Oaunsel staff, court prac- 
ticing attorneNTi, and veterans service organization 
represenrarives ro the court in one place. The court 


should have its own home, located in a dignified 
setting with distinctive architecture that communicates 
its judicial authority and stature as a judicial institution 
of the United Starts. 

Construction of a courthouse and justice center 
requires an appropriate site, authorizing legislation, 
and funding. 


Ricommi'iidotiaii: 


Congress should enact legislation and provide the 
funding necessary’ ro construct a courthouse and 
justice center for the CAVC. 


T ▼ ▼ 
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COURT OF APPEALS FOR THE FEDERAL CIRCUIT 

Repiew of Challenges to VA. Rulemaking 

Authority to Review Changes to VA Schedule for Rating Disabilities: 

The exemption of VA charges to the rating schedule from judicial review 
leaves no remedy jbr arbitrary mid capricious rating criteria. 


Under 38 U.S.C. § 502, the Federal Circwir may 
directly review challenges to VA’s rulemaking. Seaion 
502 exempts from judicial review actions relating to 
the adoption or revision of the VA Schedule for Ratinji 
Disabilities, however. 

Formulation of criteria for evaluating reductions in 
earning capacity from various injuries and diseases 
requires expertise not generally available in 
Congress. Similarly, unlike other matters of law, this 
is an area outside the expertise of the courts. 
Unfortunately, without any constraints or oversight 
whatsoever, VA is free to promulgate rules for rating 
disabilities that do not have as their basis reduction 
in earning capacity. The coauthors of The 
Independent Budget have become alarmed by the 
arbitrary nature of recent proposals to adopt or 
revise criteria for evaluating disabilities. If it so 


desired, VA could issue a rule that a totally paralyzed 
veteran, for cx;imple, would only be compensated as 
10% disabled. VA should not be empowered to issue 
rules that arc clearly arbitrary and capricious. 
Therefore, the Court of Appeals for the Federal 
Circuit (CAFC) should have jurisdiction to review 
and set aside VA changes or additions to the rating 
schedule when rhey arc shown ro be arbitrary and 
capricious or clearly violate basic statutorv' provisions. 


liL'couimcndation: 


Congress should amend 38 U.S.C. § 502 ro author- 
ize the CAFC to review and set aside changes to the 
Schedule for Rating Disabilities found ro be arbitrary 
and capricious or clearly in violation of statutory 
provisions. 


T ▼ T 
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Medical Programs 

As the largest direct provider of health-care scrv’iccs in the Nation, the Veterans Health 
Administration (VHA) provides the most extensive training environment for health protes- 
sionals and the Nation’s most clinically focused setting for medical and prosthetics research. 
The VHA is the Nation’s primary' backup to the Department of Defense in time of war or 
domestic emergency. 

Of the 7.2 million enrolled veterans in fiscal year 2003, the VHA provided health care to 
more than 4.5 million of them. The qualiry of VHA care is equivalent to, or better than, cire 
in any private or public health-care system. The VHA provides specialized health-care ser\'- 
ices — blind rehabilitation, spinal cord injuiy care, and prosthetics services — that are 
unmatched in any system in the United Stares or worldwide. The Institute of Medicine has 
cited the VHA as the Nation's leader in tracking and minimizing medical errors. The VHA 
was a recipient of the 2002 Pinnacle Award, in recognition b\' the American Pharmaceutical 
Association Foundation for its leading-edge technolog)’ in bar coding of pharmaceuticals, 
thercb)' dramatically reducing errors. 

CHART VrUNIQUE VHA VETERANS 



FISCAL YEAR 
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Even rhoiigh the SecretL\ii' of Vererans Affairs piacxd a 
moratorium on the enrollment of priority 8 veterans 
during FY 2003, chart 1 shows the trend toward 
incrciising numbers of patients treated in VHA 
facilities and the dramatic increase of veterans enrolled 
for care. NOTE: Figures for FT 2004 are projections 
based on VHA data. 

Although the VHA makes no profit, bu\^ no advertis- 
ing, pa\'s no insurance premiums, and compcnsarcs its 
physicians and clinical staff significantly less than 
private-sector healrh-care systems, it is the most 
efficient and cost-effective health-care system in the 
nation. The VHA sets the standards for qua!ir\’ and 
efficiency, and it does so at or below Medicare rates, 
while serving a population of veterans that is older, 
sicker, and has a higher pret'alcnce of mental and 
behavioral health problems. 

Year after year the Department of Veterans Affairs 
(VA) faces inadequate appropriations and is forced to 
ration care by lengthening waiting times. Although the 
backlog of veterans waiting more than 60 days for 
their first appointment has been significantlv reduced 
during the past year, the IBVSOs arc concerned about 
the methodology’ used in producing statistics rctlccong 
this reduction in the backlog. As stated above, the 
Secretary placed a moratorium on the enrollment of 
priority 8 veterans in FY 2003. Additionally, the 
IBVSOs are receiving reports that VA haspital 
directors are no longer advertising VA services to 
veterans and in many cases openly’ discourage veterans 
from enrolling. 

The annual shortfall in the VA Medical Care budget 
translates directly into higher national health-care 
expenditures. When veterans cannot get needed 
health-care semces from VA, they go elsewhere, and 
the cost of care is shifted to Medicare or the safety- net 
hospitals. In any case, society’ pays more while the 
veteran suffers. A method to ensure VA receives 
adequate funding annually to continue providing 
timeiv. quality health care to all enrolled vetcram must 
be put in place. 

During the S-vear period between 1996 and 2000, the 
VA Medical Care appropriation was virtually flatlincd 
with an overall net increase over the S years ofslightly 
more than 2%. 


During the 4-y'car period between 2000 and 2003, the 
number of veterans enrolled and served by VA has 
increased significantly. However, the VA-appropriated 
budget has not kept pace. The number of enrolled 
veterans in the VA sy-srem increased approximately 
50% over the 4-ycar period with the number of 
unique veterans increasing about 33%. Although the 
VA-appropriated medical care budget has increased 
approximately 24%, the buying power over the 4-ycar 
period has increased onlv 7%. 

As U.S. militars- involvement in Iraq and Afghanisrati 
continue, the number of veterans eligible for VA 
health care will continue to escalate. As of December 
2003, more than 9,700 new vctcran,s due to injuries 
received in Iraq or Afghanistan were being treated bv 
VA. As of January- 2004 there are almost one -quarter 
million Reserve and National Guard members on 
active duty- Within the year, all of these Reserv-e and 
National Guard members will be eligible for veteran 
status having served more than 180 davs on active 
duty. At the very least, they will be eligible for VA 
benefits during the 2-vcar window following release 
from active durv-. This is in addition to the naans- new 
regular veterans that will be rotating out of regular 
active duty- ranks, currently staffed at approximately 
1.5 million. 

VA is the second biggest financial supporter of cduca- 
rion for medical professionals, after Medicare, and the 
Nation's most extensive training environment for 
health professionals. As academic medical centers are 
under increasing financial pressures to reduce health- 
care professional training, VA has mitigated this gap 
by- maintaining existing programs that train for VA 
and the Nation. VA has academic affiliations with 107 
medical schools, 55 dental schools, and more than 
1,200 other schools across the country. Each year, 
more than 81,000 health professionals arc trained in 
VA medic.'il centers. In addition to their value in des-cl- 
oping the Nation’s health-care workforce, the affilia- 
tions bring first-rate health-care providers to the 
scn.'icc of America’s veterans. The opportunity- to teach 
attracts the best practitioners from academic medicine 
and brings state-of-the-art medical science to VA. 
Vererans get excellent care, society gets doctors and 
nurses, and the taxpayer pay-s a fraction of the market 
value for the expertise the academic affiliates bring to 
VA. 
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Programs initiated at VA have led to tlic development 
of new medical specialties, such as geriatrics, which 
focuses on care of the elderlv. VA-based training, along 
with psychiatrv’, pain management, and spinal cord 
injur}’^ medicine, are addressing the needs of the 
Nation as well as the needs of our veterans. VA is 
developing new' programs using teams of health-care 
providers that provide specialized services to wrerans, 
such as palliative care teams that provide care to 
patients at the end of life. VA trains hcaiih-care profes- 
sionals in the total care of the patient because VA 
health care provides total care to eligible vercnuis. 

The largest integrated methcal care si^tem ui the world 
has a unique capabilin’ to translate progress in medical 
science to impro\'cmcnts in clinical care and the health 
of the population. VA research is clinically focused: 
80% of VA researches see patients. The patient focus 
keeps VA research rclet'ant and provides the incentive 
to translate research findings into cvidcncc-bascd 


medical pracricc. More effectively than any other 
Federal research funding sector, the VHA pro%’idcs a 
mechanism for the clinical application of research 
findings. 

VA leverages the taxpayers’ investment via a nation- 
wide array of synergistic partnerships with the 
National Institutes of Health, other Federal research 
funding entities, the for-profit sector, and academic 
affiliates. This extraordinarily productive enterprise 
dcmonstrarcs the best in public-private cooperation. 

VA medical and prosthetic research is a national asset 
that is a magnet for attracting high-caliber clinicians to 
practice medicine in VA health-care facilities. The 
resulting atmosphere of medical excellence and 
ingenuif); developed in conjunction w'idi collaborating 
medical schools and universities, benefits every' veteran 
receiving care at VA and ultimately benefits all 
Americans. 


T ▼ T 

MEDICAL CARE ACCOUNT 


The VA medical care account supports VHA medical facilities, including hospitals, nursing homes, outpatient 
clinics, and VA-fin-onccd contract and state honic care. The IncUpendenr Budget (IB) recommends a “current serv- 
ices” budget of $28.2 billion for VA medical care in FY 2005. The FY 2005 Independent Budget current services 
recommendation is based on the FY 2004 Independent Budget recommended appropriation with commonly 
accepted assumptions about staffing and inflation. With increased staffing and services recommended by the IB, 
the IBVSOs recommend that Congress ftmd the Medical Care Account at the level of S29.8 billion for FY 2005. 

Recommended FY 2005 independent 
Budget Medical Care Account initiatives: 



MILLIONS 

Funding the Fourth Mission 

$383.0 

increased workload, including priority 8 

$400.0 

Fully meet prosthetics needs for all veterans 

$160.7 

Fully fund long-term care 

$600.0 
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MEDICAL CARE ISSUES 

Financif^ Issues 

Mandatory Health-Care Funding for VA Health Care 

Coti^ress should make fimdin^ jbr VA liealth-care mafidatory to ensure sernce-amnected disabled veterans^ 
and ail other enrolled veterans, have timely access to VA bealtl) care. 


The Independent Budget Veterans Service Oi^anizacions 
(IBVSOs) are especially concerned about maintaining a 
stable iind viable health-care sj-stem to meet the unique 
medical needs of our Nation’s sick and disabled veter- 
ans. The effectiveness of all veterans' programs, includ- 
ing VA heaith-care services, is dependent upon sufficient 
funding for available benefits, services, and resources 
adequate to allow for their umcly deliverv'. 

We have often stated that through their extraordinarv' 
sacrifices and contributions, veterans have earned the 
right to free health care as a continuing cost national 
defense. Yet v'cterans’ hc;^th care remains a discredonarv- 
program, and each year funding levels must be deter- 
mined through an annual appropriations bill. This 
creates an inherent conflict beween open enrollment 
;md constrained resources — a problem neither Congress 
nor the Administration has been willing to rcsolw. Year 
after war, die IBVSOs have fought for sufficient fund- 
ing for VA health care and a budget that is reflective of 
the rising cost of health-care and increasing need for 
medical services. Despite our continvied effons, the 
cumulative cftccrs of insufficient health-care fimding 
have now' resulted in the rationing of medical care. We 
believe mandaton’ funding for VA health care is a 
reasOTable long-term solution to VA’s funding crisis. 

In May 2001, President Geoige W Bush signed Executive 
Order 13214 creating the President’s Task Force to 
Improve Health-Circ Deliveiy' for Our Nation’s Vnerans 
(PTF). The task force was charged to identify' ways to 
improve health-care deliver}' to VA and Department of 
Defense (DOD) beneficiaries. Most important to the 
IBVSOs is the PTFs rcccgniticHi of a “growing dilemma” 
concerning VA health care. Tlvc PTF noted in its Final 
Report, “...it became clear that there is a significant 
mismatch in VA between demand and av’ailabk fimding — 
an imbalance that not oidy impedes collaboration efforts 
vvitli DOD but, if imrcsoivcd, will delay v'etcrans’ acces.s to 
c.u:e .md could tlireaten tlK quaiitv'of VA health care.” As a 
solution to this complex problem, die PTF rcccsnmcndcd 
the Gov'crnmenr provide full fimding for VA health care 
for priority groups 1-7 bv’ using a mandatory fimding 


mechanism, or bv some other changes in the process that 
would -achiev'c the desired goal of ensuring enrolled v«ter- 
ars arc provided the cunrot comprehensive benefits pack- 
age, in accordance with VA's established access standards. 
The PTF ^Uso suggested the Government address the pres- 
ent uncertain access status and fimding of prioritv' group 8 
v'ctcnms. 

The PTF’s final report noted that the discretionary 
appropriations process has been a major contributor to 
the historic mismatch between available fimding and 
demand for health-care services. We agree that to 
improve timelv access to health care for our nation’s sick 
and disabled veterans, the Federal budget imd appropria- 
tions process must be modified to ensure full fimding for 
the veterans' health-care system. The long-term solution 
must factor in how much it will cost to care for each 
veteran enrolled in the swrem and guarantee that rfic ftiii 
amoimt determined will be available to VA to meet tlvat 
need. Including prioritv' group 8 veterans under a guar- 
anteed funding mechanism is essential to ensuring viabii- 
itv' of the swicm for its core visers, preserving VA’s 
specialized programs, and maintaining cost effectiveness. 

Even though over the past nv'o budget cycles Congress 
has increased discrcrionarv' appropriations for veterans' 
health care, the fimding Icv’cls have simply not kept pace 
W'ith inflation or the significant increase in demand for 
scrv'ices. Addirionalh; VA began the last two budget 
cycles without having the benefit of an enacted 
increased spending level. Although VA requested an 
increase for veterans' health care for fiscal war 2003, it 
fell far short of W'hat VA’s Under Sccretarv’ for Health 
testified would be neecssarv' — a 13%-14% increase- 
just to maintain ciirrcnt serv'ices. Wc bcliev’c VA has an 
obligation to provide veterans timclv’ top quaiitv' health 
care .-ukI that Congress has an obligation to ensure that 
VA is prov'ided sufficient funding to carry' out that 
mission. Wc agree that the real problem, as the PTF 
aptlv states isi its report, is that “the Federal gov'ernment 
has been more ambitious in authorizing v’eteran access 
to health care than it has been in providing the funding 
neecssarv to march declared intentions.” 
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During the 108th Congress, mandarorj’ bilk 

have been introduced in both chambers. The Assured 
Funding for Veterans Hcaith Care Act of 2003 has bren 
introduced in the House of Representatives H.R. 
2318 by House Veterans’ Affairs Committee Ranking 
Member Lane Evans (D-IL) and in the Senate as S. 50 
by Senator Tim Jolinson (D-SD). This mandatory' 
health-care funding measure aims to guarantee adequate 
annual funding for health care for all sick aird disaUed 
veterans ebgjble to receive medical care from tlK VA. If 
veterans’ health care were a mandatorv program, sufH' 
cient funding to rreat all veterans who fell under its 
mandatory provisions would be guaranteed for as long 
as the authorizing law remained in effect. Veterans 
would not have to fight for sufficient funding in the 
budget process every year as they now do. 

Making veterans’ health-carc funding niandMory w'ould 
also eliminate the year-to-year uncertaintj' about fund- 
ing lewis that have prevented VA from being able to 
adequately plan for and meet the constantly growing 
number of veterans seclung treatment. For several 
months in fiscal ^'ear 2004, VA had to operate under a 
continuing resolution funded at the fiscal year 2003 
level. This further complicates VA’s budget problems 
and prevents VA fiom being able to provide the health- 
care services veterans need. Mandatory’ funding would 
prevent the adverse consequences resulting from such 
action when ait appropriations bill is not enacted. It is 
disingenuous for our Government to promise health 
care to veterans, especially service-connected disabled 
veterans and then make it unattainable because of inade- 
quate fitnding. Rationed health care is no way to hemor 
America’s obligation to the brave men and women who 
haw so honorably served our Nation and who continue 
to carry the physical and mental scars of that service. 

Mandatory’ health-carc funding would not create an 
individual entitlement to health care nor change VA’s 
current mission. Wc do not propose to change the exist- 
ing eligibility criteria for priority' groups 1-8 or the 
medical benefits package defined in airrent regulations, 
only the way the funds arc provided for VA health care. 
Having a sufficient number of veterans in the health- 
carc SN-stem is critical to maintaining the viabilit)’ of the 
system and sustaining it. By including ail veterans 
currently eligible and enrolled for care, we protect the 
s^-stem and the specialized programs VA has developed 
to improve rhe health and well-being of our Nation’s 
side and disabled veterans. 


ftoviding timcl}' qualirv’ health-care services for 
veterans disabled as a result of militaiy service should be 
a top priority' for this Congress, this Administration, 
and the American people. In a time w'hen more veterans 
arc turning to VA for care, it is unconscionable that VA 
is forced to reduce services, close enrollment, and 
sev’crcly ration care due to insufficient tluiding. But rhe 
discretionary appropriations process a>nrinucs to 
unfairly subject disabled veterans to the annual funding 
competition for limited discretionary' resources. Now is 
the perfect opportunity for this Administration and 
Congress to move forward on the recommcixlations of 
the PTF, charged with improv'ing health-carc delivery' 
for our Nation’s veterans, and to support solutions that 
wiU permanently resolve this untenable situation. 

A voung American wounded in Afghanistan, Iraq, or in 
the war chi tenor today will still need the VA health-carc 
system in the v'ear 2060. He or she w'iil still need VA 
disability compensation and other benefits. Congress 
and the Administration have an obligation to ensure 
that these veterans have access to a stable, 
thriving health-carc system, dedicated to their needs, 
now and in the foruir. Equally importanr is Congress's 
support for those who have prcv'iously served this 
Nation. Too many elderly veterans who have sacrificed 
their health, their limbs, and mental well-being on our 
Natiem’s behalf arc being told they must wait — in some 
cases years — for care. Something must be done now to 
ensure VA is guaranteed sufficient resources to deliver 
the specialized high-quality health care to those who 
need it most. 

The IBVSOs believe mandatory funding for VA 
health care provides a comprehensive solution to the 
current funding problem. This would ensure the 
viabibty of the veterans' health-care system and meet 
the needs of current and future users of the system. 
Therefore, it is imperative that funding for the veter- 
ans’ health-care system be made mandatory to ensure 
access to and timely delivery of high-quality’ health 
services for veterans. 


Rrcuiiitnniiln tioii; 


Congress should make funding for VA health care 
mandatory' so that all enrolled veterans have access to 
higb-quaiit\' health-carc services. 
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Homeland Security/Funding for the Fourth Mission: 

The VHA is playing a fnajor role m hinmlaiid security and bioterroristn prevention 
mthout additiotial funding to support this vital statutory fourth mission. 


VA lias four critical health-care missions. The primarv' 
mission is the provision of health care to veterans. TIk 
D epartment's second mission is to provide education 
and training for health-care personnel. Indeed^ VA: 

...manages the largest medical education and 
health professions training program in the 
United States, training 85,000 health pn^es- 
.sionals annually in its medical facilities that 
are affiliated with almost 1,400 medical and 
other schools.' 

The third mission of VA is to conduct medical 
research, while its fourth is: 

During and immediately foUowing a period of 
war, or a period of national emergency 
declared bv the President or the Congress that 
involves the use of the armed forces in armed 
conflict, the Sccretarj’ may furnish hospital 
care, nursing home care, and medical scn'iccs 
to members of the armed forces on active dut\’. 

The Sccretan.’ may give a higher priorin' to the 
furnishing of care and services under this 
section than to the furnishing of care and serv- 
ices to any other group of persons eligible for 
care and services in medical facilities of the 
Department with the exception of veterans 
with service-connected disabilities." 

The National Disaster Medical System (NDMS) 
consists of, among others, die Departments of Defense 
(DOD), Health and Human Services (HHS), and VA, 
along with the Federal Emergency Management 
Agenev (FEMA).^ This mission would require that the 
Secretary’ of Homeland Defense, when necessary, aai- 
vatc the NDMS to; 

provide health services, health-related social 
services, other appropriate human services, 

•and appropriate auxiliary services to respond 
to the needs of a public health emergency... 


(and) be present at locations, and for limited 
periods of time, specified by the Sccrcrari' (of 
Homeland Security) on the basis that the 
Secretary’ has determined that a location is at 
risk of a public health emergenev during the 
time specified."* 

Public Law 107-188 also provides that the NDMS 
cany out needed ongoing preparedness fiinctions. 

The Independent Budpet is concerned that VA not only 
ladts the resources to meet its responsibilities under 38 
use 881 lA and PL 107-188 bur will actually lose 
resources before undertaking its fourth mission. 

The fourth mission, as prcriouslv described, does not 
require, but allows the Scerctarv' of Veterans Affairs to 
fiimish medical care to active dut\' niilitar%' personnel. 
However, there is a caveat: The Sccretaiy' may not 
allow the milifarv' to receive a higher priority' for 
medical treatment than that of serv’icc-conncctcd 
disabled veterans. Unfortunately, if the fourth mission 
must be utilized, a large number of VHA medical 
professionals wiU not be available as they will, quite 
probably, have been mobilized as members of the 
rcscrv'c components, including the National Guard, of 
the Armed Forces. These may include 482 physicians, 
172 dentists, 2,209 RNs, 3,259 in other medical fields, 
and 7,144 men and women in support roles.*’ If these 
13,266 VHA employees are, in fact, called up with 
reserve forces, how docs VHA support its fourth 
mission? 

The Secretary of Veterans Affairs shall take 
appropriare actions to enhance the readiness of 
Department of Veterans Affairs medical 
centers to protect the patienre and staff' of such 
centers from chemical or biological attack or 
otherw'ise to respond to such an attack and so 
as to enable such centers to fiilfiU their obliga- 
tions as part of the Federal response to public 
health emergencies... (To) include (A) the 


'Homeland SccuriW: Need R3 Consider VA’s Rok in Strcrigthenuig F^crai Preparedness, GAO-02-145T, Occctocr 15, 2001. 
238 U.S.C. §8111A(a){l). 

•'Public Hcalti^ Securin’ and Biorerrorism Reparedness and Response Act of 2002, PL. 107-188; 116 Star. 594, 632. 
Vtei., 116 Star. 594,600. 

'E-mail from Under Sccrctan’ Roswell dated 27 October 2003. 
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provision of decontamination equipment ;md 
persona! protection equipment at Department 
medical centers; and (B) the provision of 
training in the use of such equipment to staff 
of such centers.*^ 

The Sccrctar)’ of Veterans Affairs must also ensure that 
not only the staff, but the patients, are protected in 
event of an emergency, to include chemical or biolt^- 
cal attack or another npe of terrorist attack. Addition- 
ally, there are security and pharmacology issues 
addressed by P.L. 107-188, as well as training issues 
under the cognizance of the Public Health Service Act 
{title 42 United States Code), that need to be 
addressed. Although P.L. 107-188 authorized the 
appropriation of a total of $133 million for VA to 
fulfill the added responsibilities in FY 2002, for the 
next four fiscal years VA has been authoriKd to have 
appropriated “...such sum as may be necessary.^^ 

Additionally, the successful implementation and 
performance of the fourth mission requires the VA to 
haw the proper facilities. 

In 1986 the Assistant Secrctar)' of Defense for Health 
Affairs testified before the House Committee on 
Armed Services that “VA was directed to serve as the 
primary backup to the DOD in the event of a war or 
national emergency. The two Departments have made 
great strides in deigning a VA backup system to our 
contingent system at DOD. Tbday the system stands ready 
to provide 32,506 contingency bedsjbr use by DOD in the 
event of a tear or a national crisis. ” 

However, the Congressional General Accounting 
Office (GAO) reported on October 15, 2001, that: 

VA has plans for the allocation of up to 5,500 
of its staffed operating beds for DOD casual- 
tics within 72 hours of notification... VA’s 
plans would provide up ro 7,574 beds within 
30 days of notification.^ 

This is a decrease of 77% of available beds in the inter- 
vening 15 years. Looking through the Draft National 
Capital Asset Realignment for Enhanced Services 
(CARES) Plan submitted by the VA Under Sccrctarv 


far Health, it appears that the VHA may be giving up 
an additional 4,441 beds, of which 666 would come 
out of the DOD Contingency Plan; thus, wc have a 
total loss, since 1986, of an estimated 79% of the 
DOD contingena’ beds. 

It is readily apparent that the VHA: 

• has had a decrease of approximately 25,680 
contingency'^ beds; 

• has 13,266 VHA employees ser\'ing in the 
Ready Reserve and the National Guard; 

• has had an increase in scr\'ice-connected and 
nonscrvicc-conncctcd patient workload; and 

• has insufficient funding for veterans’ health 
care. 

The IBVSOs are deeply concerned that the VHA is ill- 
equipped and ill-prepared ro adequately perform its 
role in the fourth mission. 


RccoJiinicudntions: 


Congress should appropriate $250 million in the 
VHA’s FY 2005 appropriation ro fund the VHA’s 
fourth mission. (Wc haw included this in the Medical 
Care appropriation.) 

Congress should include the funding the fourth 
mission as separate line item in the Medical Care 
Account. 

Congress should appropriate $133 million to fimd the 
four emergency preparedness centers created by PX. 
107-287. (Wc have included this in the Medical Care 
appropriation.) 

Congress should, with the assistance of the Secretaries 
of Defense and Veterans Affairs and the Director of the 
Selective Service Administration, incorporate method- 
ology in title 10 U.S.C. to preclude a major acriw duty 
call of reservists employed by the VHA or modify ritle 
50 U.S.C. to authorize compulsory service for medical 
professionals in VA, the DOD, and HHS. 

Congress should relocate portions of PL 107-188, 
pertaining to Veterans Affairs, to title 38 U.S.C. 


^Supra, 216Srar. 594, 631. 
Thui., 116 Star. 594, 632. 
'^GAO Report, sitpm. 
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Inappropriate Billing: 

Service-connected veterans and tljeir insurers are comttmtiy jrustrated by inaccurate and inappropriate billing 
jbr services related to conditions secondary to tfjeir service-connected disability. 


The VHA continues to bill veterans and their insurers 
tor care provided for conditions directly related to 
senacc-connected disabilities. Reports of veterans wath 
service-connected amputations being billed for the 
treatment of associated pain and of veterans with 
service-related spinal cord injuries being billed for 
treatment of urinary tract infections or decubitus 
ulcers continue to surface. Inappropriate billing for 
secondary conditions forces veterans to seek rcadjudi- 
carion of claims for the original serv’icc'conncctcd 
raring. This process is an unneecssar}' burden to both 
\’ecerans and an ;Uready backlogged claims swrem. 

Additionally, veterans with more than six ser\'icc- 
conncctcd disability ratings are frequently billed 
improperly due to VA’s inabiliu' to electronically store 
more than six service-connected conditions in the 
Compensation and Pension (C&P) Benefits Delivery 
Network (BDN) master record and the lack of timely 
and/or complete information exchange about service- 
connected conditions between the VBA and the VHA. 

VA has undertaken a five-step approach to change the 
process by which it electronically shares C&P 
eligibility' and benefits data with the VHA, particularly 
information about scn'icc-connccted conditions that 


exceed the six stored in the C&PBDN. According to 
VA, difficulties in the development and implementa- 
ticMi of the first rwo steps haw delayed the action plan 
for improving VBA/VHA sharing of information 
about vetcraiis’ service-connected condirions. Further- 
more, VA acknowledges that not ail these cases with 
more than six scrvice-conneaed conditions have been 
identified under the new plan; however, it will 
determine the best course of action to take to further 
address the cases with incomplete ser\’ice-connecred 
disabilit)' information. 


Rccoiiiniciidatioji.s: 


The Under Sccretar\' for Health should firmly estab- 
lish and enforce policies that prevent veterans from 
being billed for service-connected conditions and 
secondary' symptoms or conditions that relate to an 
original scrvicc-conncctcd disability’ rating. 

The Under Secretary for Health should establish 
specific deadlines for the action plan to develop meth- 
ods to improve the electronic exchange of information 
about servjce-conncCTcd conditions that exceed the 
maximum of six currently captured in the C&PBDN 
master record. 


▼ ▼ ▼ 


Appropriations, not MCCF: 

Tlnrd-party payments should aupnenty not offiet, dte VA medical care appropriation. 


The FY 2005 Independent Budpet calls for an adequate 
medical care budget fully funded by appropriations. 
Therefore, we strongly oppose the budget maneuver 
rhat Congress and the Administration have used since 
1997 to offset appropriations by the esrimared amount 
rhat VA might collect from veterans and their third- 
part\’ insurers. Many VA beneficiaries, especially prior- 
it\' 7 and 8 veterans, arc Medicare-eligible. However, 
the Centers for Medicare and Medicaid Services (CMS) 
is prohibited b^• law front reimbursing VA. 


VA is pursuing additional revenue sources and 
improved collections, and more revenue from these 
sources could improw access to care witltin VA. Poten- 
tial sources of increased VA rewnue are; 

(1) improved collections from first-and third-party' 
payers; 

(2) enhanced sharing with appropriate civilian 
communin' providers; 

(3) enhancc-usc leases (for buildings or land where 
Federal-civilian partnering can occur); and 
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(4) reimbursement from other agencies when wterans 
are eligible for services from such agencies. 

Dc\’cloping additional re\'cnue sources, whether from 
TRICARE reimbursements or Medicare subvention, 
will nor help VA's ovetiill funding situation if the addi- 
tional revenues are simpiv applied as an offset to the 
Department’s budget request VA could ha\’e a strong 
incentive to earn and collect additional revenues if it 
could retain these additional revenues without an 
offset to its appropriated budget. 

The IBVSOs believe it is the responsibility of the 
Federal Go\'ernment to fund the cost of veterans’ care. 
Therefore, we ha\'’c not included any cost projections 
for the Medical Cost Collection Fund (MCXIF) in our 


budget development. VA’s historical inability' to meet 
its collection goals has eroded our confidence in VHA 
estimates. We also object to fiinding the absunJiv liigh 
cost of coUcction.s out of the veterans’ medical care 
account. The IBVSOs believe the cost of implementing 
effective billing practices and systems will absorb an)' 
net income generated by MCCF. 


liecon/nicjiiin tion : 


The Administration and Congress must base the VA 
medical care budget on the principle chat third-part}’ 
collections are to supplement, not substitute for, 
appropriations. 


T T T 

Copayments: 

Utemns should not be charged copaymenn for health-care services and medications. 


Through extraordinar)' sacrifices and contributions, 
veterans have earned the rights to certain benefits. As 
the beneficiaries of veterans’ service and sacrifice, the 
citizens of a grateful nation want our Government to 
fully honor our moral obligation to care for veterans 
and generously provide benefits and health care free of 
charge. Asking veterans to pay for part of the benefit is 
fundamentally contrary to the spirit and principles 
underlying the provisicwi of benefits to veterans. Copay- 
ments arc a feature of health-care sN'stems in which 
some costs arc shared by the insurer in a commercial 
relarionsiiip between the patient and the for-profit 
company or of Government health care programs in 
which the beneficiarv' has not earned the right to have 
the costs of health care fully borne by the taxpayers. 

Copaxonents were only impceed upon veterans under 
urgent circumstances and as a temporar)' necessity to 
contribute to reduction of the Federal budget deficit. 
In an effort to help our nation get its fiscal house in 
order, veterans acquiesced in the imposition of copay- 
ments as a “temporary” deficit-reduction measure, 
even though the concept fully contradicts the spirit 
and purpose of wceran,s’ benefits. 


Unfortimately, Congress has not only made copay- 
ments a regular feature of some veterans’ health-care 
services by extending the sunset date of this “tempO' 
rat)'” measure, but also has introduced legislation 
encroaching down the “slipper)’ slope” toward higher 
copayments and annual enrollment fees. With such 
brazen attempts to capitalize on the generous and self- 
less nature of veterans to serve their country when in 
need, Congress has forgonen its traditional philosophy 
of providing free benefits to veterans as repayment for 
protcaing our freedoms. 

The Administration and Congress seem unwilling to 
restore veterans to their prior status once either has 
impaired, reduced, or eliminated a benefit purportedly 
on a temporary basis. The Independent Bttdget strongly 
objects to such insidious erosion of veterans’ benefits. 

In the past, copayments were targeted as a source of 
funding for other veterans’ benefits. Such schemes, in 
effect, require one group of veterans to pay for the 
benefits of another group of veterans. For example, if 
copaNTnents vi'erc used to pay for increases in the Mont- 
gomer)' GI bill, this would mean requiring sick and 
disabled wterans to pay for a cost of national defense. 
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That is unconscionable. CopatTnenrs and user fees arc 
acuiallv taxe.s on veterans' bciiefits. The IBVSOs urge 
Congress to eliminate the copaNnicnt measure. 


liirojiiniciidatioii : 


Cemgress should eliminate copavments charged to 
veterans for medication or health-care ser\'ices. 


T T T 


Access Issues 

Wliik the VHA h.is made commendable improwments in qualitv' and cfficicncv, veterans’ access to their health- 
care .system is severelv limited. Excessive waits and dclax's imposed to keep health-care demand within the limits of 
available resources amount to health-care rationing enroikd veterans. 

Advanced Clinic Access Initiative: 

Mtemns have to wait too lon£ jbr appointments. 


Accc.ss is the primary problem in veterans' health care. 
The significant backlog of delawd appointments, which 
is caused by severe funding shortfalls, is the immediate 
cau.se of vetcrMis’ limited access. Many VA facilities and 
clinics have reached capacity and have had to limit 
enrollment. Due to perennially inadequate health-care 
budgets, the VA health-care swicm can no Icmger meet 
the needs of our Nation’s sick and disabled veterans. 
Without funding for increased clinical staff, veterans’ 
demand for health care will continue to outpace the 
VHA’s ability to stipply timely health-care services. 

A July 2002 survey by the VHA revealed more than 
310,000 veterans waiting for medical appointments, 
half of whom must wait 6 months or more for care 
and the other half having no scheduled appointment. 
As of October 15, 2003, the VHA reported the 
national total of veterans who will likely wait 6 months 
or more for nonemergent clinic visit has been reduced 
to 43,217, of which 17,496 veterans arc waiting for 
their first clinic appointment to be scheduled. VA also 
reported 25,775 veterans waiting for a follow-up 
appointment, Even veterans with appointments are 
waiting more than 6 months. 

Last year the situation became so critical that the 
Secretary of Veterans Affairs instituted regulations to 
allow the most severely disabled scrvicc-connecicd 
veterans priority acce.ss in the VA health-care system. 


Though caring for veterans with service-connected 
disabilities is a core commitment for VA, this docs not 
provide timely access to quaiit)' heath care for all eligi- 
ble veterans authorized access to VA health care under 
the provisions of the Health Care Eligibility Reform 
Act of 1996. To ensure that all service-connected 
disabled veterans, and ail other enrolled veterans, have 
access to the system in a timely manner, it is imperative 
that our Government provide an adequate health-care 
budget to enable VA to serve the needs of disabled 
v-cterans nationwide. 

The Advanced Clinic Access Initiative, a program 
designed to eliminate waiting rimes and reject the 
supply constraint theorv' of managing health-care 
demand, has .shown promise in addressing the issue of 
wait times. The goal is to build a system in which 
veterans can see their hcalth-care providers when they 
need to. Through the work of a few leaders, this 
program reduced waiting times and significantly 
improv’ed veterans’ access to their health-care system. 

Under the Advanced Clinic Access Initiativ’e, rite av’er- 
age w'aiting rime measurement at primarv' care clinics 
was reduced from 28.2 days for the next available 
appointment in FY 2002 to 23.7 dav's in FY 2003. 
The average waiting time at specialty clinics was 
reduced from 36.3 dav's to the next available appoint- 
ment in FY 2002 to 29.02 dav's in FY 2003. 
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Despite improvements in wait times for needed 
appointments, continued disparities exist in the imple- 
mentation of the Advanced Clinic Access Initiariv’e 
nationwide. Currently, only one dedicated fiiU-rime 
employee and two volunteer employees manage the 
Advanced Clinic Access Initiative. With a dedicated 
staff of six, VA could fully implement this initiative 
across the country to improve the health-care experi- 
ences of millions of veterans. A fully staffed and 
supported Advanced Clinic Access initiative could 
develop better to measure real waiting times, link 
performance measures to improvements in wailing 
times, and compare VHA patients’ waiting limes with 
those of private sector patients. 


Bodi increased medical care appropriations and VA’s 
Ad\’anced Clinical Access Initiative are needed to 
improve veterans' access to VA health-care services. 


Rcconinicnrlntious: 


Tlic VHA should fully develop the Advanced Clinic 
Aixcss Initiative to measurably improve wailing times. 

The VHA should include improvements in waiting 
times as part of an administrator’s performance 
measures. 

The Administration should establish a phpician-lcd 
program within VHA National Headquarters and 
provide six full-time staff to the Advanced Clinic 
Access Initiative. 


T T T 

Communitv^sed Outpatient Clinics: 

Many community-based outpatient clinics do not comply with the Americans with Disabiliues Act 
and lack staff and equipment to serve the specialized needs of veterans. 


As of August 2003, the VHA operated 677 commu- 
nity-based outpatient clinics (CBOCs). 

I?roposed under the currently ongoing CARES process 
is establishment of 262 additional CBOCs. The 
IBVSCh commend the VHA’s efforts to expand access 
to needed primary care services. The presence of 
CBOCs reduces the travel required of many veterans 
who live long distances from VA medical centers 
(VAMCs) and for those whose medical conditions 
make travel to VAMCs difficult. CBOCs also improve 
veterans’ access to timely attention for medical prob- 
lems; reduce hospital stays; and improve access to, and 
shorten waiting times for, follow-up care. 

While the IBVSOs support establishment of CBOCs, 
we are concerned that they often fail to meet the needs 
of veterans who require specialized servires. for exam- 
ple, many CBOCs do not have appropriate mental 
health providers on staff, nor do they necessarily 
improve access to specialty health care for the general 
veteran population or those with service-connected 


mental illness. Too often CBOC staff lack the requisite 
knowledge to properly diagnose and treat conditions 
commonly secondary’ to spinal cord dysfunction, such 
as pressure ulcers and autonomic dysreflexia. Indeed, 
VSOs caurion their members to avoid CBOO, even if 
the alternative is travel to a more distant VA facility 
having the appropriate specialty care program. 

Inadequately trained providers are less likeh’ to render 
appropriate primary' or preventive care and accurately 
diagnose or properly treat medical conditions. Addi- 
tionally some CBOCs do not comply with section 504 
of the Rehabilitation Act regarding phj'sical accessibil- 
ity to medical facilities. Veterans frequently complain 
of inaccessible exam rooms and medical equipment at 
these facilities. 

CBOCs must contribute to the accomplishment of the 
VHA’s mission of providing health serv’ices to veterans 
with specialized needs. These individuals also require 
primary and preventive care, wliich, in many cases, cm 
be appropriately provided in CBOCs. It is essential, 
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howxver, that CBOCs use ciinicaily specified referral 
protocols to ensure veterans receive care at other facili- 
ties when CBOCs cannot meet their specialized needs. 

To ensure the integrics' of the VA medical system, it is 
essential that C.ongress and the Administration appre- 
ciate the indispensable role of VAMCs in providing 
both acute and primar\' care. Valuable resources must 
not be siphoned awav from the infrastructure of VA 
hospitals as more CBOCs arc established. Unless the 
VHA is adequately funded and properly managed, the 
proliferation of CBOCs could ultimately reduce the 
comprehensive scope of VHA care. 


llrcomuicndatiojis: 


The VHA must ensure rhar CBOCs arc staffed bv clin- 
icallv appropriate providers capable of meeting the 
special health-care needs of veterans wherever those 
needs justify specialized resources. 

The VHA must develop clinically specific referral 
protocols to guide patient management in cases where 
a patient’s condition calls for expertise or equipment 
not available at the facility’ at whidi the need exists. 

Tlic VHA must ensure ail CBOCs ftiUv meet tlte acces- 
sibility' standards set forth in section 504 of the Reha- 
bilitation Act. 


▼ ▼ ▼ 


VHA-POD Sharing: 

The Independent Budget encourages collaboration of VA-DOD health systems and recommends careful 
opers^ht of sharing initiatives to ensure beneficiaries are assured timely access to partnering jacilities. 


The President’s Task Force to Improve Health-Care 
Delivery for Our Nation’s Veterans (PTF) delivered its 
final report in May 2003. The PTF was charged with 
three tasks; 

(1) identify ways to improve benefits and services for 
VA beneficiaries and DOD military retirees who 
are also eligible for benefits from VA through 
better coordination of the two departments; 

(2) review barriers and challenges that impede VA- 
DOD coordination, including budgeting 
processes, rimely billing, cost accounting, infor- 
mation technology, and reimbursement; and 

(3) identify opportunities for partnership bewcen VA 
and the DOD to maximize the use of resources 
and infrastructure. 

Interest in VA-DOD health systems’ collaboration is 
supported by enactment of sharing initiatives in the 
FY 2003 National Defense Authorization Act and 
other legislation. 

The Indcpendefit Budget VSOs continue to support the 
careful expansion of VHA/DOD sharing agreements. 
Wc agree, however, with PTF Cochairman Dr. Gail 


Wilensky’s testimony before the House Veterans' 
Affairs Corrunittce (Tunc 2003) that true sharing will 
not be possible until Congress addresses the underly- 
ing mismatch between demand for VA services and 
appropriated resources. Further, we do not believe that 
joint acrivirics demonstrate the need to integrate the 
management of the wo systems. Complentcntary 
business systems can offer benefits to users of both 
systems, bur these benefits do not mean chat a total 
integration of the two swrems is practical or necessary’, 

Leadership and Reporting 
The recently authorized VA-DOD Joint Executive 
Gsuncii should report annualiy to the Armed Services 
and Veterans’ Affairs Committees on collaborative 
activities, including development of tools to measure 
the “health care outcomes related to access, quality’, 
and cost as well as progress toward objectives for 
collaboration, sharing, and desired outcomes.” The 
Independent Budget VSOs believe there ha.s been insuf- 
ficient transparency in the work of various VA-DOD 
executive planning forums — stakeholders need infor- 
ntation on the likely impact of sharing initiatives on 
werans. 
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Seamless Transition 

The IBVSOs note that some veterans returning from 
Iraq and Aighanistan are not seamlessly referred or 
transferred between the DOD and VA health-care 
s^'stems. We strongly support early development of 
scrs'iccmember medical records that are “interoperable, 
bi-directional, and standards-based.” 

Joint Venture Sites 

The DOD and VA have identified 60 sharing initia- 
tives at the facility level, and the DOD has labeled 20 
of these as “priority'’ initiatives. In addition, VA and 
the DOD announced in October 2003 a scries of 
demonstratioiK required by the fiscal year 2003 
National Defense Authorization Act to test improving 
business collaboration between VA and DOD health 
facilities. The two departments will use the demonstra- 
tion projects at eight sites to test initiatives in joint 
budget and financial management, staffing, and 
medical information and information technology 
sy'stems. The JB docs nor object to these joint ventures 
in themselves, but we have serious concerns about 
their interaction with the VA CARES and DOD 
health facilities planning processes. 

VA and DOD Access Standards 
VA has had access standards since 1995 but has not 
been required to meet them. Conversely, the DOD has 
mandatoty access standards and is required by law to 
meet them. The DOD’s access standards drive funding 
levels to meet demand in the military health-care 
system, TRICARE. In examining the “mismatch 
betw'cen demand and funding,” the PTF report 
concluded that the VA health-care system should be 
funded “in accordance with VA’s established access 
standards.” 


Fully Fund Enrolled Veterans 

The PTF recommended that the Government should 
pro\'ide “full funding” for all veterans enrolled in VA 
health care in priority groups 1-7. The PTF suggested 
that this objecrive could be achieved either by a 
“mandatoty funding mechanism,” through “modifica- 
tion to the current budget and appropriations 
process,” or by some other method. It is clear that the 
PTF recommended that the gap between demand and 
resources must be closed by increasing and sustaining 
VA hcalth-carc funding. As outlined elsewhere in The 
Indepmdmt Budget, we strongly recommend manda- 
tory funding for all enrolled veterans VA has agreed to 
care for. The IBVSOs appreciate that the PTF 
acknowledged the funding mismatch problem and 
expressed concern that VA-DOD collaboration cannot 
work without fundamentally addressing this issue. 


RccouuncndntioJis: 


Congress should provide necessary’ re.sourccs to 
accelerate the creation of a single separation physical 
and “one-stop shopping” to enable veterans’ benefits 
decisions. 

Congress should provide sufficient resources for the 
DOD and VA to enhance information management/ 
information technology' interoperability and efficicncy- 

Congress should mandate establishment of VA’s 
published access standards in title 38 United States 
Code. 


▼ TV 
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Enrollment Priority 4 Not Fully Activated: 

Many catastr&plncally disabled veterans are mconrc^ classified as enrollment priorities 5 , 6, 7, and 8. 


Six ^'ea^s ago Congress enacted Public Law 104*262, 
which specifies that veterans who arc rccciv'ing 
increased pension based on a need for regular aid and 
attendance or b\' reason of being permanently hoiKC- 
bound and other veterans who arc catastrophicallv 
disabled will be classified is enrollment priorirv' 4. 

Prior to VA curtailing enrollment of prioriu' gitxip 8 
veterans, all enrolled veterans that were entitled to be 
but were not classified as enrollment priorir\'4 have 
been denied VA health care. In the tuturc it is pc^sible 
that inadequate appropriations may force the Secretarv 
to change enroUment policy with regard to priorir)' 7 
veterans. If that were the case, thousands ofmisclassi- 
fied \'eterans could be affected. 

The VHA has not developed a consistent and effccrivc 
mechanism for idenrifj'ing eligible veterans and prop- 
erly ciassif)Sng them as priorir\' group 4. Reports from 


national sers'ice officers attempting to help veterans 
tfotain appropriate reclassification to priority group 4 
indicate that many times they are met with re.sistance 
and at times refusal from VA hospital staff. 

There is no logical reason for the VHA to delav imple- 
mentation of this law. Appropriate classification of 
eligible veterans to priority group 4 must be accom- 
plbbed without fiirthcr delay. 


liixounucjidntinus: 


The VHA should expedite the proper identification 
and classification of enrollment priorin' 4 veterans. 

Congress should require the VHA to report on 
numbers of enrolled priority 4 veterans. 


T ▼ T 

Emergency Services: 

Many enrolled veterans may be excluded jmn non-VA emerpiency medical services. 


The non-VA emergency medical care benefit was estab- 
lished as a safet)’ net for veterans who have no other 
hcalth-cace insurance. An eligible veteran who receives 
such care is not required to pay a fee to the private 
facility. However, eligibilin* criteria prohibit many 
veterans from receiving eme^ency treatment at private 
facilities. 

To qualify under this provision, veterans not only must 
be enrolled in the VA health-care system, they also 
must have been seen by a VA health-care professional 
within the previous 24 months. In addition, the 
veteran must not be covered by any other form ot 
hc.xlth-care insurance, including Medicare or Medicaid. 

The IBVSOs object to cligibilit)' limitations on 
enrolled veterans. We believe all enrolled veterans 
should be eligible for cmergeno' medical scr\'ice5 at 
am’ medical facility. 


A related concern is the frequcnc}' with which VA 
denies payment for the emergency care to veterans, 
who, as a result, are charged b)' the private facilities. At 
times VA denies payment even after advising the 
veteran (or family member) to request transport by 
emergency medical services to, and emergency care at, 
a non-VA medical faciliy. On occasion, the decision 
relative to approval or denial of a claim is based on the 
discharge diagnosis, c.g., csophogitis, instead of the 
admitting diagnosis, e.g., chest pain. It is ludicrous to 
penalize a wteran for seeking emergency care when he 
or she is experiencing symptoms that manifest a life- 
threatening condition. 


RixouuncJidatious: 


Congress must cnacr legislation eliminating the provi- 
sion requiring veterans to be seen by a VA health-care 
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professional at least once ever\' 24 months to be eligi- 
ble for non-VA emergenev care sen'ice. 

VA must establish, and enforce, a policy' tliat it will pay 
for emergency care received by veterans at a non-VA 
medical faciliu' when they exhibit s)Tnptoms that a 


rcasoraablc person would consider a manifestation of a 
medical emergency’’. 

VA should esrabiish a policy allowing all enrolled 
veterans to be eligible for emergency medical ser\'ices 
at any medical facilirv'. 


T T ▼ 


Prosthetics and Sensory Aids 


Continuation of Centralized Prosthetics Funding: 

Despite si^ificant improvemetit in many areas, problems in tlse VA prosthetics and sensory aids arena- continue 
to exist. As a result, veterans who require prosthetic and sensory aids continue to encounter obstacles in receiving 
timely and appwpriate service and equipment. Thepn^am enhancements developed to eliminate or minimize 
these obstacles have not been fully implemented tfmughout dre VA health-care system. 


The IBVSOs arc pleased to report that on a national 
level veterans have continued to benefit significantly 
through the continuation of the centralized prosthetics 
budget. The protcaion of these hinds from being used 
for unintended purposes has had a major positive 
impact on disabled veterans. The IBVSOs applaud 
VHA’s senior leadership for remaining focused on the 
need to ensure that adequate funding is available, 
through centralization and protection of the prosthet- 
ics budget, to meet the prosthetic needs of veterans 
with disabilitie-s. 

The IBVSOs also commend the decision to distribute 
FY 2004 prosthetic funds to the VISNs based on pros- 
thetics ftind expenditures and utilization reporting. 
Tliis decision has greatly improved the budget report- 
ing process. For example, prior to implementing FY 
2002 prosthetics budget, the VISN network directors 
were informed, in no uncenain terms, that the vari- 
ance between obligations for prosthetics budget object 
codes and the National Prosthetics Patients Database 
(NPPD) would be no greater than 5%. In FY 2001, a 
total of $634.7 million was obligated against prosthet- 
ics, yet VHA field stations onlv documented $492.2 
million through the NPPD, resulting in a variance of 
22.4% at the national level. Among the 22 networks, 
the variance ranged from a best of 13.2% to a worst of 
52.6%. Additionally, the network directors w'crc 


instructed to ensure that VA purchase cards (credit 
cards) will be utilized to purchase at least 90% of all 
prosthetics devices at the facility' level. It was believed 
this requirement would increase accountability for the 
funds obligated and expended and facilitate NPPD 
cntr\'. Of the VISNs, 5 of the 22 failed to comply with 
this method of accounting. This resulted in VHA 
senior officials withholding a total of $12 million 
(combined) from the five VISNs. After each of the 
VISNs complied U’ith the required accounting proce- 
dures to demonstrate the actual need for their budget, 
an appropriate portion of the $12 million reserve was 
disbursed to the five VISNs. The end result of VTSN 
compliance was increased communication and docu- 
mentation benveen prosthetics and fiscal officers. As a 
result, for FY 2003 all 21 VISNs feU within the S% 
variance between expenditures x’ersus obligations. 

Detractors of a centralized prosthetics budget continue 
to argue that when prosthetics funds are diminished, 
the facilit}'’ or VISN is required to replenish the pros- 
thetics account by utilizing the general operating 
funds. Many tacilin'^ and fiscal managers who manage 
the general operating funds believe that because they 
are responsible for the general operating funds, they 
should also control the prasthctic funds. Bur hisroried 
evidence has strongl)' proven that this practice results 
in funds being diverted from the prosthetics budget to 
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other areas of the VHA facility. Conversely, the 
historical evidence also shows that centralization and 
protection of prosthetic dollars has resulted in 
improved services to disabled veterans. 

The IBVSOs believe the requirement for increased 
managerial accouncabiiin’ through extensive ot’crsight 
of the expenditures of centralized prosthetic funds 
through data cnrr\' and collection, validation, and 
assessment has had positive results and .should be 
continued. This requirement is being monitored 
through the work of VHA’s Prosthetics Resources 
Utilization Workgroup (PRUW). The PRUW is 
charged with conducting extensive reviews of 
prosthetic budget expenditures at all levels, primarily 
utilizing data generated from the NPPD. As a result, 
many are now aware that proper accounting proce- 
dures will result in a better distribution of funds. 

The IBVSOs applaud the senior VHA officials for 
implementing and following the proper accounting 
methods and holding all VISNs accountable. We 
believe continuing to follow the proper accounting 
methods will result in an accurate accounting and 
requesting of prosthetics funds. 

The IBVSOs are pleased that centralized funding 
continued in FY 2004. The allocated budget for 
prosthetics was approximately $846 million, up from 
$752.7 million in FY 2003. Funding allocations for 
FY 2004 were primarily based on FY 2003 NPPD 
expenditure data, coupled with Denver Distribution 
Center billings and an overall 12.5% increase. The 
prosthetics budget also includes funds for surgical, 
dental, and radiolog)' implants. 

Because of the increased compliance rate between 
prosthetics obligations and NPPD expenditure data, 
mast VHA facilities received FY 2004 budget 
allocations at their requested levels. However, 
prosthetics requested approximately $917 million to 
cover the actual anticipated FY 2004 prosthetics 
budget. The $71 million that was not funded is needed 
to cover the Home Oxygen Program, which currently 
is not reflected in the prosthetics budget, in addition to 
recent enhancements in the prosthetics package, 
including technological advancements, and scrt'icc 
dogs. The advancements in prosthetics technology 
bring with them a liigh price. For example, a single 
prosthetic limb, the C-leg, has an anticipated cost of 


$30,000, a single IBOT wheelchair $2.5,000, and a 
single service dog $20,000. 

In FY 2005, the IBVSOs anticipate that the prosthet- 
ic budget will need to be increased to approximately 
$951.7 million. If the prosthetics budget were to 
reflect the Home Oxy'gcn Program, for which pro.s- 
thctics is responsible, an additional $55 million is 
needed. Part of these funds must be used to allocate 
the latest technological advances in prosthetics and 
scnsoiA' aids. Gansidcrable advances are still being 
made in prosthetics technology' that will continue to 
dramatically enhance the lives of disabled veterans. VA 
was once the world leader on developing new pros- 
thetics devices. The VHA is still a major player in this 
R'pe of research, from funding research to assisting 
with clinical trials for new devices. As new technolo- 
gies and devices become available for use, the VHA 
must ensure that these products arc appropriately 
issued to mcrans and that funding is available for such 
issuance. 


lifcoiuiiioidntious: 


Congress must ensure that appropriations are 
sufficient TO meet the prosthetics needs of all disabled 
veterans, including the latest advances in tcclinology, 
so that funding shortfalls do not compromise other 
programs. 

The Administration must allocate an adequate portion 
of its appropriations to prosthetics to ensure that the 
prosthetic and sensory aids needs of veterans with 
di.sabilirics are appropriately met. 

The VHA must continue to nationally centralize and 
fence all funding for prosthetics and sensor)' aids. 

Tlic VHA should continue to utilize the PRUW to 
monitor prosthetic expenditures and trends. 

The VHA should continue to allocate prosthetic funds 
based on prosthetic expendimre data derived from the 
NPPD. 

VHA’s senior leadership should continue to hold its 
field managers accountable for failing ensure that data 
is propcrlv entered into the NPPD. 
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Consistent Application of National VHA Prosthetic Policies and Procedures: 

Prosthetics services (e.g., the provision rf hearing aids and ^pflasses, wheelchairs, artificial Imtbs, etc.) are still not 
provided unijbrtnly across the Nation to veterans who an enrolled and eligible jbr VA care and treatment. 


It is clear that senior leadership in the VHA recognizes 
that this problem exists. For example, Prosthetics and 
Sensory Aids receives repeated requests to ciariA' 
instructions to its VISN prosthetics representatives 
concerning die uniform application of the proi-isions on 
the issuance of medically needed automotive adaptiw 
equipment (ingress/egress items). This had to be done 
even though the policy for issuance of this equipment 
was clearly listed in VHA’s prcKdictics handbook (VHA 
Handbook 1173). In fact, the prosthetics handbook 
contains key language that addresses the problem of 
inconsistent application of prosthetic policies and provi- 
sions. Tile handbook indicates that the VHA is striving 
to provide a uniform level of services cmi a national level. 
Every section of the handbook specifically indicates that 
the policies contained therein arc intended to set 
uniform and consistent national procedures for provid- 
ing prosthetics and sensory aids and services to veteran 
beneficiaries. We bciiew national VHA officials need to 
be diligent to ensure that national prosthetic policies arc 
properly followed as this handlKxik is translated in 
VISN and fadlity-lewl operating guidelines. 


As we noted above, polio.' enforcement and individual 
accountability is needed to effect positive change in 
local practices. In addition, the Chief Consultant for 
Prosthetics and Sensorx' Aids must work with all the 
VlSNs to develop VISN-widc training initiatives that 
provide emphasis on ensuring that the interpretation 
of these national VHA policies and procedures on the 
issuance of prosthetic devices is consistent and appro- 
priate, regardless of facility'. 


Rcconnnaidation.s: 


The VHA must ensure that national prosthetic policies 
and procedures arc followed tmiformly at all VHA 
facilities. 

All 21 VISN prosthetic representatives, in cooperation 
with the Chief Consultant for Prosthetics and Sensory 
Aids, need to develop, conduct, and/or continue 
appropriate prosthetic training programs for their 
VISN prosthetic pcreonncl. 


▼ ▼ T 


Assessment and Development of "Best Practices" 
to Improve Quality and Accuracy of Prosthetic Prescriptions: 
Single-soune national contracts Jbr specific prosthetic devices may potentially lead 
to inappropriate standardization of prosthetic devices. 


In the past, the IBVSOs cautiously supported VHA 
efforts to assess and develop “best practices” to 
improve the quality and accuracy of prosthetic 
prescriptions and the quality of the devices issued 
through VHA’s Prosthetics Clinical Management 
Program (PCMP). Our continued concern with the 
PCMP is that this program could be used as a veil to 
standardize or limit the types of prosthetic devices diat 
the VHA woi^d issue to veterans. 

The IBVSOs are concerned with the procedures that 
are being used, as part of the PCMP process, to award 
single-source national contracts for specific prosthetic 


devices. Mainly, our concern lies with the high 
rates that are contained in the national contracts. The 
ty'pical compliance rare, or performance goals, in the 
national contracts awarded so far as a result of ffic 
PCMP have been 95%. This means that for every 100 
of the devices purchased by the VHA, 95 of the 
devices arc expected to be of the make and model 
covered by the national contract. The remaining 5% 
consist of similar devices that arc purchased “off- 
contract” (this could include devices on Federal single- 
source contract, local contract, or no contract at all) in 
order to meet the unique needs of individual veterans. 
The problem with such high compliance rates is that 
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inappropriate pressure may be placed on clinicians to 
meet these goals due to a coimccr productive waiver 
process. As a result, the needs of some individual 
patients may not be properly met. The IBVSOs believe 
that national contract awards should be multiple- 
source. Additionally, compliance rates, if an\' should 
be reasonable. National contracts need to be designed 
to meet individual patient needs. Extreme target 
goals or compliance rates will most likely be 
detrimental to veterans with special needs. The high 
compliance rates set thus far appear arbitran' and lack 
sufficient clinical trial. 

Under VHA Directive 1761.1, prosthetic items 
intended for direa patient issuance are exempted from 
VHA’s standardization eflbrK because a “onc-sizc-fiK- 
all” approach is inappropriate for meeting the medical 
and personal needs of disabled wtcrans. Yet despite 
this directive, the PCMP process is being used to stan- 
dardize the majorin' of prosthetic items through the 
issuance of high compliance rare national contracts. 
This remains a matter of grave concern for the 
IBVSOs, and we remain opposed to the standardiza- 
tion of prosthetic devices and sensory' aids. 

The following is a synopsis of a statement made 
by a paralyzed veteran who is active on a PCMP 
workgroup: 

We do not live in a onc-size-fits-all world, and 
when you spend IS-plus hours a day sitting 
down, the manner in which you do it is very' 
personal and intimate. I would be a fool to 
think that, as a wheelchair user, I fully under- 
stand the factors that other wheelers need to 
consider in their selection of specific tyTOcs or 
models of wheelchair. Disabled veterans who 
require a wheelchair for ambulating must be 
able to participate in the selection process and 
maintain rheir freedom of choice to help maxi- 
mize their independence and facilitate their 
lifesn'ies. I understand that new users, or those 
with changing medical needs, require a lot of 
help in selecting the right chair from special- 
ists. Experienced users have a better feel for 
their needs and limits and play a larger role or 
even a solo role in the sclcaion process. 

I cringe at the thought that someone may 
point to the w'ork of this workgroup and say, 
'“Sorry, but you can’t have that wheelchair. A 


VA workgroup has already decided what is 
best for you.” Pm working hard to prevent a 
scenario like this from occurring. And I see 
from yoiu" thoughts that vou understand my 
concerns, and I appreciate your efforts as a 
clinician and those of the other workgrotip 
members, to address those concerns for the 
benefit of all disabled \’eterans who depend on 
these wonderful devices. Saving dollars at the 
expense of the disabled veteran would be a 
tragedy not a victorx’. 

Significant advances in prosthetics technology will 
continue to dramatically enhance the lives of disabled 
veterans. In our v'icw, standardization of the prosthetic 
devices that VA will routinelv purchase threatens 
future advances. VA was once the world leader on 
developing new prosthetics devices. The VHA is still a 
major player in this ty’pc of research, from funding 
research to assisting with clinical trials for new devices. 
Formulary-ry'pc scenarios for standardizing prostlictics 
will likclv cause advances in prosthetic technologies to 
stagnate to a coiisidcrable degree because VA has such 
a major influence on the market. Disabled veterans 
must have access to the latest devices and equipment, 
such as computerized artificial legs, stair climbing, and 
self-balancing wheelchairs and scooters, if they are to 
lead as full and productive lives as pjossible. 

Aitother problem with the issuance of prosthetic items 
concerns surgical implants. While firnding through the 
centralized prosthetics account is available for actual 
surgical implants (c.g., left ventricular assist device 
(LVAD), coronary' stems, cochlear implants), the 
surgical costs associated with implanting the devices 
come from the local VHA medical facilities. The 
IBVSOs continue to recciv’c reports that some facilities 
are refusing to schedule the implant surgeries or are 
“limiting the number of surgeric.s” due to the costs 
involved. If true, the consequences to those veterans 
would be devastating and possibly life threatening. 


lii'COJiUiU'iiiiiHwiis: 


The VHA should continue the prosthetics clinical 
managemem program, provided the goals are to 
improve the quality' and accuracy of VA prosthetics 
prescriptions and the qualirv of the devices issued. 
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The VHA must reassess the PCMP to ensure that the 
clinical guidelines produced arc not used as means to 
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inappropriately standardize or limit the npes of pros- 
thetic devices that VA w'ill issue to veterans or other- 
wise place intrusive burdens on x’eterans. 

The VHA must continue to exempt prosthetic devices 
and sensorv' aids from standardization efforts. National 
contracts must be designed to meet individual patient 
needs, and single-item contracts should be awanied to 
multiple vendors/providers with reasonable compli- 
ance levels. 

VHA clinicians must be allowed to prescribe pros- 
thetic devices and sensorj' aids on the basis of patient 
need — not cost — and must be permitted to prescribe 
devices that arc “off-contract” without arduous waiwr 
procedures or fear of repercussions. 


The VHA should ensure that its prosthetics and 
sensorj' aids policies and procedures, for both clini- 
cians and administrators, arc consistent regarding the 
appropriate provision of care and serv’ices. Such poli- 
cies and procedures should address issues of prescrib- 
ing, ordering, and purchasing based on patient 
needs— -not cost considerations. 

The VHA must ensure that new prosthetic technolo- 
gies and devices that are available on the market arc 
appropriately and timely issued to veterans. 

Congress should investigate any reports of VHA facili- 
ties withholding surgeries for needed surgical implants 
due to (Xisr considerations. 


T T ▼ 

Restructuring of Prosthetic Programs: 

Not all VISNs have taken necessary action to ensure that tlteir respective prosthetic programs have been 
appropriately restructuredy despite the passing of nearly 5 years. 


The IBVSOs continue to support the rcstruauring 
efforts that are occurring at the VISN level as a result 
of the prosthetics program rcinvention project 
completed in March 1999. To ensure an acceptable 
degree of consistency nationwide, the IBVSOs believe 
that VHA headquarters must provide more specific 
information to the VISNs on the restructuring of their 
prosthetics programs, as it is now obvious that some 
VISNs will not commit to restructuring on their own 
initiative. As we haw: stated for the past 4 years, VHA 
headquarters must direct VISN directors to; 

• Designate a qualified VISN prosthetics represen- 
tative to whom the prosthetics service at each VA 
tacility is accountable (the position should be 
graded at the approved GS-14 or GS-15 level). 

• Ensure that VISN prosthetic representatives have 
line authority over all prosthetics fiiU-timc 
employee equivalents at local facilities who are 
organized under the consolidated prosthetics 
program or product line. 


Ensure that VISN prosthetics representatives do 
not have coDatcrai duties as a prosthetics represen- 
tative for a local VA facility within their VISN. 

Hold each VISN prosthetic representative respon- 
sible for ensuring implementation and compliance 
with national prosthetic and sensoty aids goals, 
objectives, policies, and guidelines. 

Provide a single VISN budget for prosthetics and 
ensure thar the VISN prosthetics representative 
has control of and responsibility for that budget. 


Ri’coniuicudn tion : 


The VHA must require all VISNs to adopt the consis- 
tent operational parameters and authorities for reor- 
ganizing prosthetics services and hold individual VISN 
ditcCTors responsible for failing to do so. 
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Failure to Develop Future Prosthetic Managers: 

There continues to be a serious slmtage in Ha number of qualified prosthetic representatives 
who are available to fill current orjuture vacant positions. 


The VHA has developed and requested 12 training 
billets for the National Prosthetics Representative 
Training Program. VHA’s National Leadership Board 
has approved the re-implementation of this vital 
program. This program will ensure that prosthetics 
personnel receive appropriate training and experience 
to carry out their duties. Because of the lack of this 
training program, there continues to be a serious 
shortage in the number of qualified prosthetic repre- 
sentatives who arc available to fill current or future 
vacant positions. This has led to many inappropriate 
prosthetic personnel selections around the counirt' 

On a positive note, the IBVSOs arc aware rhat pros- 
thetics has been allocated 12 billets for cramccs in the 
Prosthetics Representative Training Program for fiscal 
vears 200S, 2004, and 2005. However, additional 
trainee billets may be necessary’ based on the future 
anticipated vacancy rates. 

As we have reported previously, some VISNs have 
selected individuals who do not have the requisite 
training and experience to fill the critical VISN pros- 
thetics representative positions. The IBVSOs believe 
that the fijturc strength and viabiliry of VA’s prcwihet- 
ics programs depends on the selection of high caliber 
prosthetics leaders. To do otherwise will continually 
lead to grave outcomes based on the inabilitt' to under- 
stand the complexity of the prosthetics needs of 
patients or the creation of prosthetics gatekeepers — 
individuals whose primary' mission would be ro save 
dollars at the expense of the veteran. 

Continuing education and certification for field pros- 
thetic staff, especially VISN prosthetics representatives 
who are responsible for ensuring compliance with 
national policy’, is also essential to improving the pros- 


thetics program. The IBVSOs strongly encourage the 
VHA to continue to conduct quarterly VISN pros- 
thetics representative training meetings and its pros- 
thetics chiefs national training conferences, which are 
held normally in conjunction with other rehabilitarion 
services (e.g., blind rehabilitation, spinal cord injury, 
traumatic brain injuries, etc.). 

In addition, appropriate prosthetic procurement 
personnel need to become certified as a.ssistive technol- 
ogy' suppliers, and orthrotists/prosrhetists need to be 
certified in their respective fields. 


lltToi/iii/aidatioi/s: 


The VHA must fully fund and implement its National 
Prosthetics Representative Training program, with 
responsibility' and accountability’ assigned to the Chief 
Consultant for Prosthetics and Sensory Aids, and 
continually allocate sufficient training funds and FTEE 
to ensure success. 

VISN directors must ensure that sufficient training 
funds are reserved for sponsoring prosthetics training 
conferences and meetings for appropriate managerial, 
technical, and clinical personnel. 

The VHA must be assured by the VISN directors that 
their selected candidates for vacant VISN prosthetics 
representative positions possess the necessary' compe- 
tency to carry out the responsibilities of these 
positions. 

The VHA and its VISN directors must ensure that 
Prosthetics and Sensory’ Aids departments are staffed 
by appropriately qualified and trained personnel. 


▼ ▼ ▼ 
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Mental Health Services: 

Confess must ensure that mental health care become a greater pro^rarntnoMc and fitnding priority for VA. 


Congress and the Administration must make VA 
mental health care a much greater priority; must 
improve access to specialized scrs'iccs for wterans with 
mental illness, post-traumatic stress disorder (PTSD), 
and substance abuse disorders commensurate with 
their needs; and must make recover)' from menrd 
illness a guiding component of VA health-care 
programming. For too long, mental health care has not 
been a priority for VA, as esndenced again only last 
year by the VHA’s development of a CARES phn, 
which employed a badly flawed planning model that 
underestimated veterans’ future needs for mental 
health services. 

Despite very substantial current and future veteran 
need for menial health care, recent years hav’e seen 
erc»ion in VA mental health service capacity. Virtually 
ever)’ enrit)' with oversight of VA mental health-care 
programs, including Congressional oversight commit- 
tees, the GAO, VA’s Committee on Care of Veterans 
with Serious Mental Illness, and The Independent 
Budpet, have documented both the extensive closures 
of specialized inpatient mental health programs and 
VA’s failure in many locations to replace those services 
wth commvuiity-based programs. The resultant dearth 
of specialized inpatient care capacity and the failure of 
many networks to establish or provide appropriate 
specialized programs effectively deny many veterans 
access to needed care. These glaring gaps highlight 
VA’s ongoing failure to meet a statutor)' requirement 
to maintain a benchmark capacit)’ to provide needed 
care and rehabilitation through distinct specialized 
treatment programs. 

In all, during the transformation of its health-care 
system beginning in 1996, VA has allow'cd mental 
health spending to decline by 25%. That spending 
reduaion cannot be attributed to “efficiencies gained in 
shifting from inpatient to outpatient care” as has been 
suggested. To the contrary’, as documented by VA’s 
statutorily mandated Committee on Care of Veterans 
with Serious Mental Illness, the Department has not 
adequately developed, nationwide, the communit)’- 
based services needed to repbee lest inpatient and other 
services. Although the IS has long called for the VHA 
to maintain equitable access to a ftill continuum of 
mental health services, vctentns’ access to mental health 


services is highly variable, without a common commit- 
ment among VA’s networks to making mental health 
and substaiKC use services a priority. 

In reinforcing and strengthening the capacity S-aw 
through the Department of Veterans Affairs Health 
Care Programs Enhancement Act of 2001 (P.L. 107- 
135), Congress has unmistakablv directed VA to 
substantially expand the number and scope of special- 
ized mental health and substance abuse programs so 
as to improve veterans’ access to needed specialized 
care and services. The law now makes clear that VA’s 
obligaticsi is not simply to report to Congress, but to 
make systemic changes network bv network to 
reverse the erosion of that specialized capacity. To 
ensure that real change occurs. Congress has made 
vciy' clear that the criteria by which the “maintain 
capacity'” obligation is to be met are nor vague 
“outcome” data, but hard, measurable indicators that 
apply not only nationally but to each of VA’s veterans 
integrated service networks. 

With wide disparity' in the availability of needed serv- 
ices across the system, the IB continues to find that 
veterans rvith mmtal illnesses can have no assurance that 
any /jiven VA focility, or network cf facilities, mil meet 
their mental health needs. To appreciate the profound 
implications of this failure, one must consider the 
impact of mental illness on our veterans and the 
magnitude of the obligation this Countty' owes them: 

• More than 460,000 \’crerans are scrvicc-conneaed 
for mental disorders. 

• Nearly 1 1 7,000 of these veterans are service- 
connected for psychosis. 

• More than 180,000 are service-connected for 
PTSD, a disorder most often directly related to 
combat dut\'. 

• During fiscal v'car 2002, more than 750,000 
veterans, or 17%, receiv'cd mental health services 
from VA; during that same period, VA provided 
care to more chan 206,000 v'ecerans with 
ps)'choscs, 97% of whom were high priority' 
patients due to scnice-conncction or low-income 
status. 
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The prevalence of mental illness and subsrance-use 
problems among our veterans, and the significant need 
for mental health services among VA's patients — 
particiilarlv among those with the highest priorin' for 
care— is at odds with the still reiarit'cly limited special- 
ized programming available to them. Even vetcraas 
residing in reasonable proximitt' to VA health-care 
tacilities often do not have access to a needed contin- 
uum of mental health services. Resources freed up in 
prior \’ears by hospital wanl closures were not rcrained 
in and dedicated to mental health programming. 
Rather than reinvesting dollars to meet veterans’ 
mental health needs, these savings were used to estab- 
lish and operate an array of new community-based 
outpatient clinics (CBOCs), which to this day still do 
not have mental health staffing in most locations. 
Efforts to provide such staffing, moreover, arc still no 
substitute for rhe specialized services needed to 
support veterans with serious mental ilhiess. 

The problem of unmet need is not one that faces only 
veterans with a chronic, serious mental illne.ss. As VA’s 
special committee on PTSD has reported, there are 
not enough specialized PTSD programs to meet 
veterans’ needs, and access is a problem in many areas. 
Veterans with substance-use disorders may be even 
more underserved. The dramatic decline in VA 
substance-abuse beds has robbed clinicians of the 
means of providing veterans a fiiU continuum of care, 
often needed for those with chronic, severe problems. 
Funding for programs targeted to homeless veterans 
who have mental illness or co-occurring substance-use 
problems is also markedly short of the needs in that 
population. Despite the needs of an aging veteran 
population, relatively few VA facilities have special- 
ized geropsychiatric programs. 

Given the high proportion of VA patients who need 
treatment for mental health problems and the long- 
documented need to restore VA’s specialized mental 
health service capacity, it is very troubling that VA 
mental health-care spending has declined by 8% over 
the past 7 t'ears, and by 25% when adjusted for infla- 
tion. The IB estimates that simply to restore lost fund- 
ing support, VA should be devoting an additional 
S478 million to mental health-care spending. This 
projection would still fall short, however, of what is 
needed to full)' fund a comprehensive continuum of 
care for veterans with serious mental illness, PTSD, 
and subsrance-use disorders, an altogether reasonable 


target identified at a 2002 Senate Veterans’ Affairs 
Committee hearing. Meeting that vcr\’ compelling 
need would exceed $4 billion annually, almost double 
VA’s current mental health budget. 

In addition to the gaps attributable to an erosion in 
services for mental health care since 1996, the IB is 
concerned that VA mental health sers’ice delivery 
needed to provide vcrcrans statc-of-rhe-arr care has not 
kept pace with advances in the field. The 2003 report 
of the President’s New Freedom Commission on 
Mental Health Care has particular relevance in this 
regard in highlighting that recoverv’ is a realizable goal 
for people w’ith mental illness. VA can, and should be, 
a model for recovcr\'-bascd mental health care. Such 
care requires an array of services that include intensi\ e 
case management, access to substance abuse treatment, 
peer support and psychosocial rehabilitation, pharma- 
cologic treatment, housing, employment ser\’ices, 
independent living and social skills training, and 
psychological support to help veterans recover from a 
mental illness. VA’s Committee on Care of Veterans 
with Serious Mental Illness has recognized that this 
continuum should be available through VA. But it is 
not. At most, it can be said that some VA facilities have 
the capabilire to provide some limited number of these 
services to a fraction of those who need them. But 
what is dear is that the projtsskmally recognized standard 
of care that should be available to any persort sujftrit^ fivtn 
serious mental illness is not available Through VA, even to 
the many veterans who are service-connected for a serious 
mental illness. 

As the IS noted last year, VA’s compensated work ther- 
apy (CWT) program illustrates the extent to which VA 
mental health care has failed many of those most in 
need. This rehabilitation program helps veterans learn 
social and work skills as part of a recover)' process and 
has successfully placed many participating patients In 
competitive emplo\'ment. Yet only minute nttmbers of 
veterans who have a severe mental ilbiess and who 
have been found to be employable with sufficient 
supports have participated in this program. The IB 
commends Congress for passing legislation to enable 
VA to provide supported cmplotTOcnt services to these 
veterans and thereby taking an important first step 
toward moving VA from simph' managing the stmip- 
toms of mental illness to providing the needed 
supports to make possible recowry from mental illness 
and return to productiw life in the communin’. VA can 
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go much further, however, and sliould follow the call 
of the Committee on Care of Veterans with Serious 
Mental Illness to expand the arsenal of support that 
can help veterans on a path toward recovery. The IB 
sirongiv urges VA to utilize peer-support scrvitxs, 
which liave been shown to have both clinical and cost 
effectiveness in building independence, sclf-«tccm, 
and skills that foster recover)'. 

The IB has identified a broad array of mental health 
funding needs, covering such areas as intensive 
community case management programs, ps\xhc«ociai 
rehabilitation services and other recovery supports, 
geriatric psychiatr\' increases in supported housing and 
residential treatment capacity, additional mental health 
services available through more community'-based 
ourpatient clinics, and additional inpatient beds. 
Compelling considerations, including the outright 
needs of veterans who rcl)' on VA, professional state- 
of-the-art treatment standards, and Congressional 
mandates, dictate that FY 2005 funding provide for 
restoring both iewt program capacity in, and increased 
support for, veterans’ mental health care and recovery. 

The IB recognizes that the development of these 
needed programs must be approached with delibera- 
tion and care and recommends that funding be 
augmented steadily over a 5-year period. 


Rccomuicndn tions: 


Congress must incrementally augment funding for 
specialized treatment and support for veterans who 
have mental illness, PTSD, or substance-use disorders 
by S500 million each vear from FY 2005 through 
FY 2009. 


The VHA must invest resources in programs to 
devcic^ a continuum of care that includes intensive 
case management, psychosocial rehabilitation, peer 
support, integrated treatment of mental illness and 
sufcwtancc-usc disorder, housing alternatives, work 
therapy and supported employment, and other 
support services for veterans with serious mental 
iltnesscs. 

In light of the flawed methodolog)' regarding veterans' 
mental health needs used in the CARES process, VA 
{and Congress in its oversight capacity) must give 
priority to ensuring that the Department’s strategic 
planning relating to mental health care and support is 
based exclusively on data and assumptions that have 
been validated by VA mental health experts. Accord- 
ingly the Under Sccrctaty for Health must ensure that 
erroneous CARES mental health projections are 
expunged from VA planning databases. 

With the failure of many VA networks to maintain 
specialized mental health and substance abuse treat- 
ment capacity, and restore such lost capacity, and with 
the resultant lack of access to needed mental health and 
substance abuse care, VA must institute a mechanism 
to “fence” funding of monies for these programs for 
those networks whose mental health or substance use 
fimding levels arc markedly out of line with inflation- 
adjusted 1996 ftu^ding. 

The VHA, its networks, and facilities should partner 
with mcntai-healrh advocac)’ organizations, such as the 
National Mental Health Association, the National 
Alliance for the Mentally 111, and veterans service 
organizations to provide support services, such as 
outreach, educational programs, peer and family 
support services, arid self-help resources, 


▼ T T 


63 


MEDICAL CARE ISSUES 



MEDICAL CARE ISSUES 


123 


INDEPENDENT BUDGET • FISCAL YEAR 2005 


Specialized Serviees Issues 


Blinded Veterans: 

Tlie VHA meds prwide a Jittl continuum of vision reimbiUtation services. 


The VA Blind Rehabilitation Scrv'icc (BRS) is knowi 
w'orldwide for its c»:eilence in delivering comprelKnsiw 
blind rehabilitation to our Nation’s blinded and sct’eicly 
visually impaired veterans. VA currently operates 10 
comprehensive residential Blind Rehabilitation Centcis 
(BRCs) across the Coimtiy: Historically, the residential 
BRC program has been the only option for sevcrclv visu- 
.rllv impaired and blinded veterans to receive services. 

As the VHA made the transition to a managed 
primary care system of health-care deliven; the BRS 
failed to make the same transition for rehabilitation 
services for blinded veterans. The IndcpendeHt Budget 
believes it is imperative that the VA BRS expand its 
capacin’ to provide blind rehabilitation services on an 
outpatient basis when appropriate. More than 2,600 
blinded veterans arc waiting entrance into 1 of the 10 
VA BRCs. Manv of these blinded veterans do not 
require a residential program. If a veteran cannot or 
will nor attend a residential BRC, he or she docs not 
receive any rj'pc of rehabilitation. 

The hidependctit Budget encourages funding for addi- 
tional research into alternative models of service deliver)' 
to identil)' more cost-efficient methods of providing 
essential blind rehabilitation scr\'ices. Alternative meth- 
ods of delivering rehabilitative services must be identi- 
fied, tested, refined, and validated before the existing 
comprehensive residential BRC programs are disman- 
tled. Innovative programs like the outpatient 9-day 
rehabilitation program called Visual impainnent 
Services Outpatient Rehabilitation Program (VISOR) 
at the VAMC Lebanon, Pcnnsylvani.», must be encour- 
aged and replicated. \TSOR offers skills training, orien- 
tation and mobility, and low-vision therapy. Ibis new 
approach combines the features of a residentiai program 
with those of outpatient service delivcty. 

Congrcssionally mandated capacity must be main- 
tained. The BRS continues to suffer losses in critical 
FTEEs, compromising its capacity to provide compre- 
hensive residential blind rehabilitation services. Man)' 
of the blind rehabilitation centers are unable to operate 
all of their beds because of the reduction in staffing 
levels. Other critical BRS positions, such as full-time 


Visual Impairment Scrv'iccs Team (VIST) coordinators 
and Wind rehabilitation outpatient specialists (BROS), 
have been frozen, postponed indefinitely, or eliminated. 
Currcntlv' there arc only 22 BROS pasitions. la addi- 
tion to conducting comprehensive assessments to 
determine whether a blinded v’ercran needs to be 
referred to a blind rehabilitation ccntec, BROS provide 
blind rehabilitation training in v'cterans’ homes. This 
service is particularly important for blinded veterans 
who cannot be admitted to a lesidential blind rehabili- 
tation center. 


lircaniniciidatioits: 


The VHA must restore the bed capacity in the blind 
rehabilitation centers to the level that existed at the 
time of the passage of P.L. 104-262. 

The VHA must rcdcdicatc itself to the excellence of 
programs tor blinded veterans. 

The VHA must require the nctvi'orb to restore clinical 
staff resources in both inpatient and outpatient blind 
rehabilitation programs. 

The VHA headquarters must undertake aggressive 
oversight to ensure appropriate staffing levels for blind 
rehabilitation specialists. 

ITac VHA must increase the number of blind rehabili- 
tation outpatient specialist (BROS) positions. 

The VHA should expand capacity to provide 
computer access evaluation and training for blinded 
veterans by contraaing with qualified local providers 
when and where they can be identified. 

The VHA should ensure that concurrence is obtained 
from the Director of the Blind Rehabilitation Service 
in VA headquarters before a local VA facility selects 
and appoints key BRS management staff. When 
disputes over such selections cannot be resolved 
bctw’een the BRS director and local management, thc\' 
must be cies'ated to the Under Secretan.- for Health for 
resolution. 
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Spinal Cord Dysftinction: 

hi continues to bme a shorten of bedsuie nursing staff, which adversely affects 
the quality of care for spinal cord dysfuncUon patietits. 


A system of eJassift'ing patients according to the 
amount of bedside nursing care needed has been 
established by VA. Five categories of patients were 
developed, which took into account significant 
differences in nursing care houre for each catcgoiy' on 
each shift, and in determined segments of rime such as 
a 24-hour period, shift bv shift, and the number of 
FTEEs needed for continuous coverage. This OHild be 
converted in nursing needs over a week, quarter, or 
even a year. It was also adjusted for net hours of woric 
for annual, sick, holiday, and administrative icaw. 

The emphasis of this acuity system is on bedside care 
nursing and does not include administrative nursing or 
lighr-dut)’ nurses who cither do not or are not able to 
provide full-time, labor-intensive bedside care for rhe 
spinal cord injurcd/dysfunctional (SCI/D) patient. 
According to the California Nurses Association’s Safi 
Staffing Law about California registered nurse 
(RN)-to-paticnt staffing ratios, “Nurse administrators, 
nurse supervisors, nurse managers, and charge nurses 
shall be included in the calculation of the licensed 
nursc-to-patient ratio only when those administrators 
arc providing direct patient care.” 

Nurse staffing wm delineated in VHA Handbook 
1176,1 and VHA Directive 2000-022. It was derived 
on 71 FTEEs per 50 staffed beds based on the average 
of category III patients. Currently nurse staffing 
numbers do not reflect an accurate picture of bedside 
care being provided because admmstrativc nurses and 
light -duty nurses were counted in with bedside nurses 
as the total number of nurses caring for SCI/D patients. 

VHA Directive 2000-022 requires 1,347.6 bedside 
nuraes to provide minimal nursing care for 85% of the 
available beds at 23 SCI centers. Bedside nurses are 
comprised of RNs, licensed vocational/practical nurses, 
nursing assistants, and health technicians. The regula- 
tion is that the nursing staff mix should approximate 
50% RNs. Not all SCI centers are in full compliance 
with this regulation. At the end of fiscal year 2003, 
nurse staffing was 1,266.4. Of the 1,266.4, 79 nurses 
were administrative and 45 were light-duty nurses. This 
left only 1,142.4 nurses for bedside care, which is 
205.2 below the required 1,347.6. This represents a 
15% decrease of available bedside nursing care. 


SCI facilities arc using minimal staffing levels as their 
maximum recruiting levels. And, as shown above, 
when the minimal staffing levels contain numbers of 
administrative nurses and light-duty nurses, nursing 
care is severely compromised. It is well documented in 
professional medical publications that patient 
morbidity' and mortality following complications are 
affected by nurse staffing. For every' additional patient 
in the average nurse’s workload, the odds of death 
increase bv 7%. 

The IBVSOs continue to believe rhat basic salaries of 
bedside nurses is too low to be competitive with 
communirv hospital nurses, causing many of the 
nursing staff to leave VA or accept a job at one of the 
commimity hospitals. 

Recruitment and retention bonusc.s have been 
instituted at several VA SCI Centers to assist in 
increasing morale and to comply with staffing 
requirements. However, these efforts have been 
variable and inconsistent systemwide. SCI center staff' 
find themselves with a complete lack of flexibility in 
their work schedules and in many cases have to work 
mandatory’ overtime. This has also contributed to low 
morale. 


Rtroniinairin twits: 


The VHA needs to count only those nurses who 
provide direct bedside care and use those numbers for 
assessing compliance with VHA Directive 2000-022 
and VHA Handbook 1176.1. 

The VHA needs to hire more nurses. 

The VHA needs to centralize their policies systemwide 
for recruitment and retention bonuses. 

Salaries as well as recruitment and retention bonuses 
need to be set at an amount that is competitive with 
community health-care facilities. 

Congress should appropriate the funds necessary’ to 
provide competitive salaries and bonuses for SCI/D 
nurses. 
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Gulf War Veterans: 

C^f War veterans stUl su^ from undiapiosed illness related to their service. 


Heightened controversy over “Gulf Wtr Svndrome” 
still exists more than a decade after the start of the Gulf 
War. Sick Gulf War veterans sulFcr from a wide range 
of chronic symptoms, including fatigue, headaches, 
muscle and joint pain, skin rashes, memory loss and 
difficulty concentrating, sleep disturbance, gastroin- 
testinal problems, and chest pain. Scientists and 
medical researchers who continue to search tor 
.tnswers atid contempbte the various health risks asso- 
ciated with service in the Persian Gulf Theater report 
illnesses affecting ntiny veterans who served there. To 
date, experts have concluded that w'hile Gulf wterans 
suffer from real ilUiesses, there is no single disease or 
medical condition affecting them. 

In the 12 years .since the Pereian Gulf War (PGW), 
both the DOD and VA have had many scrx'ice 
members and veterans with concerns regarding undi- 
agnosed illnesses and Gulf War Syndrome. Although 
some headway has been made in diagnosis, treatment, 
and payment of disability compensation, further 
research by both Departments is needed. Morcovee, we 
are now confronted by an additional issue. The inter- 
national War on terrorism has put our troops on the 
ground in Iraq and Afghanistan. Many of these young 
men and women have fought, arc fighting, and arc 
living in the same areas as did out PGW veterans. The 
IBVSOs, therefoK;, expect to see additional hcalth-care 
issues and disability’ claims related to some of the same 
undiagnosed Illnesses from which the veterans of the 
PGW have suffered. 

As testing and rescareh continue, veterans affected by 
these mtiltisymptom-based illnesses hope answers will 
be found and that they will be properly recognized as 
disabled due to their milicary service in the Gulf War. 
Unfortunately, veterans returning from all of our 
Nation’s ware and military' conflicts have faced similar 
problems attempting to gain recognition of certain 
conditions as service-connected. With respect to Gulf 
War veterans, even after countless studies and extensive 
research, there remain many unanswered questions. PL. 
105-277 requires that VA and the National Academy of 
Sciences (NAS) determine which hazardous toxins 
members of the Armed Forces may laavc been exposed 
to while serving in the Persian Gulf. Upon identification 
of those toxins, NAS will identify the illnesses Ulrely to 
result from such exposure, for which a presumptitMi of 


service-connection is or will be authorized. Accordingly', 
the IBVSOs urge that Congress expend the provision of 
Public Law 107-135, thus prolonging eligibility for VA 
health care of veterans who served in Southwest Asia 
during the Persian Gulf Wars. In this connection, yve 
strongly recommend establishment of an open-ended 
presumptive period until it is possible to determine 
“■incubation times” in which conditions associated with 
Gulf War service will manifest. 

Many Gutf War yrtcrans are fmstrated over VA medical 
treatment and denial of compensation for their poorly 
defined illnesses. Likcyy'ise, VA health-care professionals 
face a variety’ of unique challenges when treating these 
y’cterans, maiiy of yvhom arc chronicaiiv ill and complain 
of numerous, seemingly unrelated symptoms. Physi- 
cians must devote ample time to properly assess and 
treat these chronic, complex, and debilitating illnesses. 
In this comicaion, VA uses clinical practice guidelines 
(CPGs) for chronic pain and fatigue. VA has not yet, 
hoyvcvcr, developed clinical practice or treatment guide- 
lines for management of patients with multisymptom- 
based illnesses. Nor has VA tailored its health-care or 
benefits sy’stcms to meet the unique needs of Gulf War 
veterans; instead, VA continues to medically treat and 
handle their cases in a traditional manner. 

The IBVSOs believe Gulf War veterans would greatly 
benefit from such guidelines as well as from a medical 
case manager. Oversight, coupled with a thorough and 
comprehensive medical assessment, is not only crucial 
to treatment and management of the illnesses of Gulf 
War veterans, but also to VA’s ability’ to provide appro- 
priate and adequate compensation. 

On a more positive note, recently enacted legislation 
includes poorly defined illnesses, such as fibromy'algia 
and chronic fatigue syrndromc, under the “undiagnosed 
illness” provision. Previously, many Gulf War veterans 
received diognoscs of these conditioas, yet were denied 
compensation simply because they were diagnosed. 
Because of passage of Public Law 107-103, which 
became effective March 1, 2002, Gulf War veterans 
diagnosed with chronic fatigue syndrome, fibromyal- 
gia, and irritable boyvcl syndrome now qualify for VA 
compensation for those conditions. Additionally, the 
Secretary’ has granted presumption for service-connec- 
tion to thasc Gulf War veterans diagnosed with ALS 
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{Lou Gehrig’s Disease). The Secretary' sliould rcc3cam- 
inc VA regulations for disabilities due to undiagnosed 
illnesses, with a focus on the intent of Congress in 
Public Law 106-446 to ensure Gulf War veterans are 
fairly and properly compensated for their disabilities. 

Equally essential is continuing education for VA 
health-care personnel who treat this veteran pecula- 
tion. VA physicians need current information about 
the Gulf War experience and related research to appro- 
priately manage their patients. VA should request 
expedited peer reviews of its Gulf War-related 
research projects, such as the antibiotic medication 
trial and the exercise and cognitive behavioral therapy 
study. Moreover, the Secretary' should support vigor- 
ously significant increases in the effort, and funds, 
devoted to such research by both the Federal Govern- 
ment and private entities. 


Reemmuendntions: 


VA should continue to tester and maintain a close work- 
ing relationship with the NAS in the effort ro ascertain 
which toxins Gulf War veterans were exposed to and 
what illnesses may be associated with such exposure. 

Congress should continue prudent and vigilant over- 
sight to ensure both VA and NAS adhere to time limits 
imposed upon them so they effectively and efficiently 
address the continuing health-care needs of Gulf War 
veterans. 

Congress must reject the recommendation of the 
Commission on Service Members and Veterans Transi- 
tion Assistance to declare February 28, 1993, as the 
ending date of the 1991 Persian Gulf War. 


▼ ▼ ▼ 


Women Veterans: 

VA sljould evaluate which health-care delivery model detnotistrates the best clinical outcomes jbr women veterans 
to ensure quality health care is provided at all VA fitcilities. 


According to the United States Census 2000, in 
contrast to the overall declining veteran population, 
the female veteran popvilation of the United States is 
increasing. Of the 26.4 million veterans, 1.6 million 
arc women. 

Today more than 212,000 women serve on active mili- 
tary duty and represent nearly 15% of the active force. 
Another 149,000 women serve in the National Guard 
and Reserve. As the number of women scr\ing in the 
military continues to rise, we see increasing numbers 
of women veterans seeking VA health-care services. 

Enrollment of women wterans into the VA health-care 
system increased 10.8% from 275,316 in FT 2001 to 
304,989 in FY 2002. The projection for FY 2003 for 
women veteran enroilees is 378,559, representing an 
estimated 24.1% increase between FY 2002 and FY 
2003. Between FY 2000 and FY 2002, the number erf' 
women veteran patients receiving VA health-care serv- 
ices increased from 154,256 to 182,434 with a 
projected increase of 14.9% between FY 2002 and FY 


2003. Women veterans make up approximately 5% of 
all users of VA health-care services, and within the next 
decade this figure is expected to double. With increased 
numbers of women veterans seeking VA health care 
following military service, it is essential chat VA is 
equipped to meet their specific health-care needs. 

VA is obligated to deliver hcalrh-carc services to 
female veterans that are equal to those provided to 
male veterans. 

According to the VA Veterans Health Administration 
(VHA) Handbook 1330.1, VHA Servicespfr Vihmen 
Htcrans: 

It is a VHA mandate that each facility' inde- 
pendent clinic, mobile clinic, and Community- 
Based Outpatient Clinic (CBOC) ensure that 
eligible women veterans have access to ail 
necessary medical care, including care for 
gender-specific conditions that is equal in qual- 
ity to that provided to male veterans. 
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Tlic Independent Budget is concerned that although VA 
has markediv improved the wav health care is being 
provided to women veterans, privacy' and other defi- 
ciencies still exist at some facilities. VA needs to 
enforce, at the VISN and local levels, the laws, regula- 
tions, and policies specific to health-care services for 
women veterans. Only then will women vcteraiK 
receive high-qiiaiiry primart' and gender-specific care, 
continuity of care, and the privacy they expect and 
deserve at all VA facilities. The VHA has an excellent 
handbook for providing services for women veterans. 
Unforrunarciy, these guidelines and directives arc not 
alwavs followed at the VISN or local lc\^ls. VA needs 
to evaluate its clinical guidelines, best practice models, 
and performance and qualirv' improvement measures 
to determine which hcakh-carc dcliwiy model demon- 
strates the best clinical outcomes for women veterans. 
More than 50% of women seeking VA care arc 
younger than 45, compared to only 15% of men. VA 
must be responsive to the unique demographics of this 
veterans’ population and adjust programs and scrtnccs 
as needed to meet their changing health-care needs. 

According to VHA Handbook 1330.1, VHA Sendees 
jbr W»nen Vkterans: 

Clinicians caring for women veterans in any 
setting must be kitowledgeablc about women’s 
health-care needs and treatments, participate in 
ongoing education about the care of women, 
and be competent to provide gender-specific 
care to women. Skills m screening for history' of 
sexual trauma and working with women who 
have experienced sexual trauma are essential. 

The model used for detis'erv' of primary' health cart to 
women veterans using VA health-care services is vari- 
able. VA has a very limited number of comprehensive 
or full-service women’s health clinics dedicated to both 
the delivery of primary and gender-specific health care 
to women veterans. Most facilities provide care to 
women in integrated primary care settings and refer 
these patients to specialized women’s health clinics for 
gender-specific care. In the mid-1990s, VA reorgan- 
ized from a predominantly hospital-based to an outpa- 
tient preventative medicine health-care delivery’ model. 
The IB is seriously concerned about the incidental 
impact of the primarx' care model on the quality of 
health care delivered by VA to women veterans. VA's 
2000 conference report The Health Status of Hbmen 


Veterans Usin^ Department of Veterans Affairs Ambula- 
tory Care Sendees stated, in part: 

VA women's clinics were established because, 
unlike the private sector, where women make 
up 50 to 60% of a primary' care practitioner's 
clientele, women veterans comprise less than 
5% of VA’s total population. As a result, VA 
clinicians are generally less familiar with 
women's health issues, less skilled in routine 
gender specific care, and often hesitant to 
perform exams essential to assessing a 
woman’s complete health status. With the 
advent of primary' care in VA, manv women’s 
clinics arc being dismantled and women veter- 
ans arc assigned to the remaining primary' care 
teams on a rotating basis. This practice further 
reduces the ratio of women to men in any one 
pracritioncr’s caseload, making it even more 
unlikely that the clinician will gain the clinical 
exposure ncccssarx' to dcx'clop and maintain 
expertise in women’s health. 

VA acknowledges, and the IBVSOs agree, that full- 
serx'icc women’s primary care clinics that provide 
comprehensive care, including basic gender-specific 
care, arc the optimal milieu for providing care for 
women veterans. In cases where there arc relatively 
low numbers of women being treated at a given faciliw 
under this scenario, it is preferable to assign aU women 
to one primary care team in order to facilitate the 
development and maintenance of the provider’s clini- 
cal skdis in women’s health. 

The IBVSOs arc also concerned about the availability' 
of quality' mental health services for women veterans, 
especially women veterans who have experienced 
sexual trauma during military service. Only 43% of 
VAMCs have one or more designated women's health 
providers in outpatient mentai health clinics to accom- 
modate women veterans’ special needs. 

■ITie VA Women’s Health Project, a study designed to 
assess the health status of women veterans who use VA 
ambulatorx’ services, found that active dur\' military' 
personnel report rates of sexual assault higher than 
comparable civilian samples, and there is a high preva- 
lence of sexual assault and harassment reported among 
women veterans accessing VA services. The study 
noted, “... it is essential that VA staff recognize the 
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importance of the environment in which care is deliv- 
ered to v'omcn veterans, ;md that VA clinici;\ns possess 
the knowledge, skill and sensitivin’ that aUows them to 
assess the spectrum of physical and mental conditions 
that can be seen even veare after assault.” 

Women Veterans Program Managers (WVPMs) are 
another key component to addressing the specialized 
health-care needs of women veterans. These program 
directors are instrumental to the development, 
management, and coordination of women’s health 
services at ail VA facilities. 

According to VHA Handbook 1330.1, VHA Servkes 
Jbr W}men Vctcranv. 

Each VHA facility’ must have an appointed 
WVPM. (The WVPM appointed by the 
medical center Dircaor should be) a health care 
professional... who proWdes hcalth-carc serwees 
to women as a part of dieir regular responsibili- 
ties. The WVPM w'ill be a member of the 
Women Veterans Primary Health Care Team 
[and must participate] in the regular review of 
the physical environment, to include the review 
of all plans for caistrucrion, for the identifica- 
tion of potential privacy deficiencies, as well as 
availability and accessibility of appropriate 
equipment for die medical care of women. 

Given the importance of this position, the IB is 
concerned about the actual amount of time WVPMs 
are able to dedicate to women veterans’ issues. VA srafT 
members assigned to these positions frequently 
complain chat their duties as coordinators are collateral 
or “secondary” to cheir overall responsibilities, and 
that they generally do not have sufficient time to 
devote to women veterans’ issues. WVPMs must have 
adequate time allocated to successfully perform their 
program duties and to conduct outreach to women 
veterans in their communities. Increased focus on 
outreach to women veterans is necessary' because 
female veterans tend to be less aware of their veteran 
status and cUgibiUrv for benefits than male veterans. 

In a period of fiscal austerity, VA hospital administra- 
tors have sought to streamline programs and make 
every' possible efficiency. Often smaller programs, such 
as women vercrans’ programs, arc endangered. The 
loss of a key staff member responsible for delivering 
specialized health-care sen'ices or developing outreach 


strategies and program.s to serve the needs of women 
veterans can threaten the overall success of a program. 

VA needs to increase the priorin' given to women 
\reterans’ prognims to ensure that quality' health care is 
provided in all VA facilities and that specialized scr\’- 
ices arc equally available to women veterans as men 
vctcraiis. VA must continue to work to provide an 
appropriate clinical environment for treatment where 
there is a disparity in numbers such as exists bctw'cen 
women and men in VA facilities. The health-care envi- 
ronment directly affects the quality' of care provided to 
women veterans and significantly impacts the patient's 
comfort and feeling of safety and sense of welcome. 
Finally, the IB recommends VA focus its women’s 
health research on finding which health-care delivery’ 
mode! demonstrates the best clinical outcomes for 
women veterans to ensure they have equal access to 
high-quality' health care at all VA facilities. 


RcconnucJidntions: 


VA must ensure laws, regulations, and policies 
pertaining to women veterans' health care are enforced 
at VISN and local levels. 

VA needs to increase the priority given to women 
veterans’ programs and evaluate which health-care 
delivery model demonstrates the best clinical outcomes 
for women. 

VA needs to increase its outreach efforts to women 
veterans because female veterans tend to be less aware 
of their veteran status and eligibility for benefits than 
male veterans. 

VA must ensure that clinicians caring for women 
veterans are knowledgeable about women’s health, 
participate in ongoing education about the health-care 
needs of women, and arc competent to provide 
gender-specific care to women. 

VA must ensure that WVPMs arc authorized sufficient 
rime to successfully perform their program duties and 
to conduct outreach to women veterans in their 
communities. 

VA must ensure that its specialized programs in such 
areas as post traiunatic stress disorder, spinal cord 
injury', prosthetics, and homelessness are equally 
awuiable to female veterans as male veterans. 
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Lon0’Term Care Issues 


VA Long-Term Care 

VA has failed to rueet in statutory obligation to maintain its capacity to provide extended (lon^-term ) care 
services to Americans veUrans as mandated by 38 U.S.C. § 1710B. 


Since 1998, VA’s average daily census (ADC) for VA 
nursing homes has continued to decline and VA has 
failed to provide comprehensive coverage for its 
noninstitutional long-term care sciTnees. 

VA Nursing Home Care: 

VA’s Veteran Population (VetPop) data adjusted to 
the Census of 2000 reveals aging trends that will 
certainly increase veteran demand for both VA’s insti- 
tutional and noninstitutional (home and communit\'- 
based) long-term care services. For example, the 
number of veterans in the 85-89 age groups is 
expected to rise from 547,735 as of September 30, 

2002, to 966,669 (almost double) by September 30, 
2010. Additionally, the number of veterans in the 
90-94 age groups is expected to increase from 
107,695 in 2002 to 314,167 (almost triple) in 2010. 
These aging demographics will place a tremendous 
strain on existing VA long-term care resources within 
the next 10 years. 

Despite an aging veteran population VA’s ADC for VA 
nursing homes continues to decline from the 1998 
baseline number of 13,391 as required by the Veterans 
Millennium Health Care -and Benefits Act, P.L. 106* 
117 of 1999 (Mill Bill). According to VA's workload 
data, included in its 2004 budget submission the ADC 
for VA nursing homes, was 11,969 in 2002, 9,900 in 

2003, and is projected to be 8,500 for 2004. Also, 
VA’s ADC for Community Nursing Homes showed 
3,834 in 2002, 4,929 in 2003, and a projected drop to 
3,072 in 2004, 

Ycr despite this clear picture of increasing long-term 
care demand, VA has failed to meer itt staturoiy’ obliga- 
tions as mandated in 38 U.S.C. § 17iOB to maintain 
its nursing home capacit)' at 1998 levels. Section 
1710B states, “The Sccrctatv’ shall ensure that the 
stalTing and level of extended care sert'ices provided by 
the Secretaiy nationally in facilities of tlie Department 
during an>' fiscal year is not less than the staffing and 
level of such services provided nationaily in facilities of 
the Department during fiscal year 1998.” 


VA Noninstitutional Care (Home and Community- 
Based Services): 

In addition to a decline in VA nursing home capacitt; 
VA has done a poor job of correcting ser\’icc gaps and 
facility restrictions that limit veterans’ access to non- 
institutional long-term care services provided under 
thcMiU BiU. 

In May of 2003, the GAO issued a report (GAO-03- 
487) titled Service Gaps and Facility' Restnetions Limit 
Veterans’ Access to Non-institutional Care. The report 
addresses service gaps for six noninstitutional VA 
services mandated by the Mill Bill. The GAO found 
that of the 139 VA facilities it reviewed, 126 do not 
offer ail six of these services. The services were adult 
day health care, geriatric evaluation, respite care, 
home-based primary' care, homcmaker/homc health 
aide, and skilled home health care. Of these six ser\'- 
ices, veterans have least access ro respire care. 

The GAO also reported that veterans’ access ro 
noninstitutional services is even more limited than 
the numbers suggest because even when facilities 
offer these scrv'iccs they often do so in only part of 
the geographic area they serve. The report also 
states that at least nine facilities limit veterans’ eligi- 
bilirt' to receive these scrv'ices based on their level of 
disability related ro military scp.’ice, which conflicts 
with VA’s own eligibility standards. These restric- 
tioits have resulted in waiting lists at 57 of VA’s 139 
facilities. 

The GAO said that “VA’s lack of emphasis on 
increasing access to noninstitutional long-term care 
services has contributed to service gaps and individ- 
ual facility restrictions that limit access to care.” The 
GAO went on to say, “Without cmph.tsis from VA 
headquarters on the provision of noninstitutional 
services, field officials faced with competing priori- 
ties have chosen to use available resources to address 
other priorities.” 
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The GAO issued nvo recommendations to correct * VA should refine current performance measures to 
VA’s access barriers to noninstitutional care; help ensure that ail faciUties provide veterans with 

access to required noninstitutional ser\'ices. 

• VA should ensure that facilities follow VA’s cligi- 
biiit)' standards when determining veteran cligiWi- 
in' for noninstitutional long-term care services. 


VA Long-Term Care Workload: 

The following data is taken from VA’s FY 2004 budget submission and is expressed in 
Average Daily Census (ADC) numbers. 

INCREASE/ 


INSTITUTIONAL CARE: 

2002 

2003 

2004 

DECREASE 

VA Domiciliary 

5,484 

5,577 

5,672 

+ 95 

State Home Domiciliary 

3,772 

4,323 

4,389 

+ 66 

VA Nursing 

11,969 

9,900 

8,500 

-1400 

Community Nursing Home 

3,384 

4,929 

3,072 

-1,857 

State Home Nursing 

15.833 

17.600 

18,409 

+ 809 

Subacute Care 

1,122 

956 

860 

-96 

Psychiatric 

Residenti^ Rehabilitation 

1,349 

1,429 

1,508 

+ 79 

Institutional Total 

43,363 

44,714 

42,410 

-2,304 

NONINSTITUTiONAL CARE 

2002 

2003 

2004 

INCREASE/ 

DECREASE 

Home-Based Primary Care 

8.081 

10.024 

13.024 

+ 3,000 

Contract Home Health Care 

3,645 

3,959 

4,070 

+ 111 

VA Adult Day Care 

427 

442 

458 

+ 16 

Contract Adult Day Care 

932 

1,352 

1,962 

+ 610 

Homemaker/Home Health Aide 

4.180 

4,247 

4,315 

+ 68 

Community Residential Care 

6.661 

6.821 

6,821 

0 

Home Respite 

0 

1,284 

1.552 

+ 268 

Home Hospice 

0 

0 

492 

+ 492 

Noninstitutional Care Total 

24,126 

28.129 

32.694 

+ 4.565 

Lona-Term Care Total 

67,489 

72.843 

75,104 

+ 2.261 


These VA workload numbers show a clear decline in VA nursing home care and contract 
community nursing home care and an overall decline in capacity for VA institutional care services. 
While VA noninstitutional care reflects a modest increase in ADC, the projected increase in 2004 
services remains to be seen. 


Over the next 10 vears an aging veteran population 
will have an increased demand for VA long-term care 
sen'ices. Despite niandating legislation, VA has failed 
to meet legislative requirements requiring it to main- 
tain long-temi care capacity at 1998 levels and provide 
noninstitutional long-term care services systemwide. 
VA’s capacirv’ to provide VA nursing home care contin- 


ues to decline despite increased appropriations from 
Congress. In 2003 the GAO reported that VA has 
failed to provide these noninstimtional long-term care 
scr\’iccs in a comprehensiw maimer. It is clear that VA 
must do more to meet the increasing demand for VA 
long-tcmt care scrv'ices. 
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VA has attempted to amend Congressional language 
mandating VA long-term care capacirt’ at 1998 levels 
b\' allowing VA to count nursing home care furnished 
bv private providci^ and state veterans’ nursing hcMim. 
T he IBVSOs are adamantly opposed to this suggestion 
and continue to believe the oniv true measure of VA 
capacity' is one that counts only the services provided 
directly by VA. 

Sadly, it appears that VA would prefer to off-load 
America’s aging veterans w'ho require nursing home 
care to the private sector or other Federal pavers. It 
also appears that VA is allowing its facilities to provide 
noninstitutional long-term care as they see fit instead 
of providing these services as mandated by Congress. 
Nonimtimtional long-term care scr\'iccs can be a great 
benefit to America’s veterans and in some cases can 
reduce the timing and need for nursing home care. But 
the availability of these services must be nationwide 
and unrestricted by the manipulation of eligibility 
standards. 

The IBVSOs believe VA must move to embrace its 
aging veteran population by improving its mind-set 
and current culture, which seems to sec this veteran 
population as a fmancial burden rather than a national 
treasure, 


llLrominaidntions: 


Congress must provide the neccssarj- resources to 
enable VA to meet its legislative mandate to maintain 
its long-term care services at the 1998 levck and meet 
increasing demand for these services. VA requires up 
to $600 million dollars to correct this long-term care 
bed deficit and provide required increased number of 
home- and communitt’-based senices. 

VA must meet its statutory' obligation to provide long- 
term care sciaices in its facilities. 

VA must w'ork to identify and incorporate additional 
noninstitutional services and programs rhar can 
improve and bolster VA’s ability to meet increasing 
demand as required by law'. 

VA must ensure that its facilities follow VA’s eligibility' 
standards when determining veteran cligibilit)' for 
noninsritutional long-term care services. 

VA must refine current performance measures to help 
ensure that ail facilities provide veterans with access to 
required noninstimtional ser\'ices. 


Assisted living: 

Assisted Imng can be a cost-active alternative to nursing home care for many of Americans veterans. 

The IB also believes that an e>^ansion of tfje a^ed living pilot project to additional VISNs will benefot veterans 
and provide useful information to VA regarding other assisted living markets. 


Assisted living (AL) is a special combination of indi- 
vidualized services, which include housing, meals, 
health care, recreation, and personal assistance, 
designed to respond to the individual needs of those 
who require assistance, with the activities of daily 
living (ADLs) or the instrumental activities of daily 
living (lADLs). A key feamre is the delivery of services 
in a homc-like setting. Assisted living can range from 
renovated homes serving 10 to 15 individuals or high- 
rise apanment complcres acconunodating 100 people 
or more. The philosophy of AL emphasizes independ- 
ence, dignity' and incUvidual rights. 


Therefore, AL can be a viable alternative to nursing 
home care for many of America’s aging veterans who 
require ADL or lADL assistance and can no longer 
live at home. However, there arc some AL regulatory' 
bamers that must be overcome before AL will be open 
to many disabled veterans. Currently, AL is an industry' 
that is regulated by state law, and many states have 
regulations that arc not friendly to disabled veterans or 
other people with disabilities. Before VA becomes an 
AL provider or establishes relationsliips with pri\’ate 
AL providers, solutions to these regulatory barriers 
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mxist be found to enable ftiil participation in any VA or 
private AL program, 

VA has argued that it should not become an AL 
provider because it is not in the business of providing 
housing to its veterans. Howfcver, VA has long been in 
the business of providing housing for veterans who 
use VA domiciliary programs, VA nursing hom«, and 
VA contract nursing homes. VA could easily harness 
its vast long-term care expertise and building 
resources to become an efficient provider of AL serv- 
ices. AL could be provided through an expanded VA 
domiciliar)' care program if modifications were made 
to serve this population. 

VA medical centers have already looked into public- 
private partnerships to provide AL on VA property' 
through VA’s enhanced-usc leasing authority. Under 
this program, VA leases unused land to private AL 
providers in exchange for sertfices to veterans at a 
negotiated rare. Additionally, VA’s CARES initiative 
has called for the broad use of AL in its Draft National 
CARES Plan. 

Public Law 106-117, “The Veterans Millennium 
Health Care and Benefits Act," authorized VA ro estab- 
lish a pilot program to determine the “feasibility and 
practicability of enabling eligible veterans to secure 
needed assisted living services its an alternative to nurs- 
ing home care.” VA's Northwest Veterans Integrated 
Service Network, VISN 20, is implementing the 
Assisted Living Pilot Program (ALPP) in seven medical 
centers in (our states: Anchorage, Alaska; Boise, Idaho; 
Portland, Oregon, and Roseburg, Oregon; and 
Spokane, Washington, and the Puget Sound Health- 
Care System (serving the Seattle and American Lake, 
Washington, and White City, Oregon). 

Following are highlights that reflect a preliminaty 
review of the implementation of the program and the 
first year of program operation through December 
2002. The final report, as mandated by law, will be 
provided to Congress in Oaober of 2004. VA findings 
thus far include: 

• The implementation of the ALPP has been 
succcssftil; Despite significant challenges, the 
ALPP has negotiated contraas with a total of 89 
vendors. Ail sites arc actively recniiting and 
enrolling veterans for the program. From Januaty 
29, 2002, tlirough December 31, 2002, a total of 


181 veterans were placed in ALPP facilities, 

• A computerized database is allowing efficient 
recruitment, processing of payments, high-qualir\' 
data collection, and data analtsis for ongoing 
management teedback and evaluation. 

• The average ALPP veteran is a 69-year-old un- 
married white male who is not service-connected, 
was referred from an inpatient hospital setting, 
and was living in a private home at referral. 

• ALPP veterans show significant ftmctional impair- 
ment and a wide variety of physical and mental 
health conditions. 

• 36 adult family homes, 39 assisted -living f.iciJities, 
and 14 residential care facilities have been 
contracted with ro date. The average vendor has 
25 rooms/apartments, ranging from 2 to 208. 

• Preliminary data on the cost of ALPP placements 
arc available. Initial findings suggest the mean 
cost per day for the first 160 enrolled veterans 
(not including bed hold daj's) is $75.10. 

“ The ALPP’s implementation wiU allow VA to 
obtain an accurate picture of the feasibility of 
these services in VA based on high-quality mana- 
gerial and clinical staff with commitment to the 
goals of evaluation, the new data base, and a wide 
variety of important issues arising from a multisite 
demonstration. 


liccouiuicjidatious: 


VA must expand and broaden the ALPP authorized by 
P.L. 106-117. 

VA must investigate and eliminate state reguJatOty 
barriers that prevent disabled veterans from enrollment 
and full participation in any VA ALPP, VA AL 
program, or any ocher AL arrangement or contraa for 
private AL services utilizing VA propern' 

VA should aggressively pursue development of AL 
capacity within existing VA programs that are adapt- 
able to AL and through cnhanced-usc lease opportuni- 
ties with priv'are-scctor providers and partnerships. 

Congress must pass permanent legislation and provide 
funding to allow VA to provide AL. 
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Veterans' Access to Noninstitutional Long-Term Care Services: 

l^teranf access to nonitisntutiotud lat^-term care programs is limited by the 
lack of serpices available through VA and restrictions imposed by local VA Jhcilities. 


Changes in VA eligibility have resulted in an incre:^ 
ill the niunbcr of veterans eligible for VA health care, 
including noninstitutional, long-term care services. 
The demand for these scn'ices is likeh' to increase 
signiticanth' during the next decade due to the increas- 
ing age of our Korean- and Vietnam-cra veteran pecu- 
lation. VA estimates the number of veterans age 85 
and older — those most in need of long-term care — ^will 
more than double by year 2012. 

In response to this demand. Congress passed the 
Veterans Millennium Health Care and Benefits Act of 
$ 1999, EL. 106-117, requiring VA to provide enrolled 

veterans equal access to three noninstitutional, long- 
term programs: adult day health care, geriatric evalua- 
tions, and respite care. VA is also required to provide 
home-based primart' care, skilled home health care, 
and homemakcr/home health aide as part of its stan- 
dard benefits package. 

Uiifommately, veterans’ access to these six noninstitu- 
tionai long-term care programs is limited by the bek of 


sert'tccs avaibblc through VA and restrictions imposed 
bv' local VA facilities. M;mv facilities restrict access to a 
small portion of the respective geographic areas for 
which they are responsible; impose their own cligibil- 
iiV' requirements, c.g., sen'ice-connected \’eterans only; 
or limit the number of veterans allowed to participate 
in the various programs, resulting in veterans being 
placed on waiting lists for noninstitutional services 
they need now. These restrictions conflict with VA 
eligibilit)' standards and cause an inequin' in access for 
all enrolled veterans. 


Rccoiniitcniinlious: 


The IBVSOs recommend that VA specify in Depart- 
ment policy (and enforce) the requirement that ail 
cli^blc veterans be afforded equal and timely access to 
noninstiwtional, long-term care programs. 

VA should promulgate performance standards and 
provide adequate program guidance to ensure nation- 
wide compliance with this policy. 
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Funding for Medkaf and Prosthetic Research: 

Funding for VA medical and prosthetics research is madeijuate to support the full costs of the VA research portfolio 
and fails to provide the resources needed to maintain, upgrade, and replace aging research facilities. 


Tlic Depattment of Veterans Affairs (VA) medical and 
prosthetic research is a national asset that helps to 
attract high-caliber clinicians to practice medicine and 
conduct research in VA health-care facilities. The 
resulting environment of medical excellence and ingc- 
nuin', developed in conjunction with collaborating 
medical schools, benefits every veteran receiving care 
at VA and ultimately benefits all Americans. 

Focused entirelv on prevention, diagnosis, and treat- 
ment of conditions prevalent in the veteran popula- 
tion, VA research is patient oriented: 60% of VA 


researchers treat veterans. As a result, the VHA, which 
is the largest integrated medical care s\’stcm in the 
world, has a unique ability to translate progress in 
medical science to knpro\'cments in clinical care. 

VA leverages the taxpayer’s in\’’estment via a nation- 
wide array of svnergistic partnerships with the 
National Institutes of Health and other Federal 
research binding agencies, for-profit industry' partners, 
nonprofit oi^anizarions, and academic affiliates. This 
highly successful enterprise demonstrates the best in 
public-private cooperation. However, a commitment 
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to steady and smtainabie grow'th in the annual research 
and development (R&D) appropriation is ncccssaiy 
for maximum productivir\' 

The annual appropriation for the Medical and Pkk- 
thetics Research Program, which makes this leverage 
and synergy possible, relies on an outdated funding 
system. A thorough review of VHA research funding 
methodoiog)' is needed to ensure adequate funds for 
both the direct and indirect costs of this world-class 
research program. The Office of Research and Dcwl- 
opment allocates R&D funding for the direct costs of 
projects, while indirect costs and ph\'sicians' and 
nurses’ salaries are covered by the medical care appro- 
priation, with no centralized means to ensure that each 
facilit)' research program receives adequate support. As 
demands on medical center resources increase, ph^i- 
cians have difficulty finding time to fulfill their clinical, 
administrative, and training responsibilities and to 
conduct research. Also, funds to staff the nccessaiy’ 
oversight committees — Research and Development, 
Institutional Review Boards, Animal Safety, Biosafety, 
etc. — arc scarce. 


VA-funded programs are barely one-third (37%) of 
the total VA research enterprise, yet VA has failed to 
secure equitable reimbursement for its indirect costs 
frcHn all of its research partners, particularly other 
Federal agencies. VA investigators are to be applauded 
for their success in obtaining extramural grants, bur 
the medical care appropriation should not bear the 
entire c<Mt of the necessary infrascruemre. 

For decades, VA has failed to request, and Congress 
has failed to mandate, construaion funding sufficient 
to maincain, upgrade, and replace VA’s aging research 
facilities. The result i.s a backlog of research sites in 
need of minor construction funding amounting to 
more than S4 million and $29 million for major 
construction. Congress and VA must work together to 
establish a funding mccharusm designated for research 
facility maintenance and improvements, as well as at 
least one major research construction project per year, 
uiidl the backlog is addressed. 

VA medical and prosthetics research is highly produc- 
tive and has a direct impact on the quality' of care 
provided to veterans. 


▼ ▼ T 


Medical and Prosthetic Research Account: 

caftnet continue to achieve break-through applications in health-care delivery 
vdthout adequate jpvtvd} in dse annual R&D appropriation. 


Recent VA research achievements include findings that 
flu shots may ako protect the elderly from pneiimonia, 
hean arraciu, and strokes; a combination of drugs 
results in decreased suffering and shorter h<Kpital stays 
for schizophrenia patients; and believing that tumors 
spread when exposed to air, African /^cricans are 
more likely ro decline lifesaving siugcry to treat lung 
cancer. These and many more VA research break- 
throughs have direct applications to health-care dcUv- 
cty’ for veterans as well as rhe Nation as a whole. 


However, a commitment to steady and sustainable 
grow'th ill tlic annual R&D appropriation is necessary 
for VA to continue its long record of achievement. 


l^'couuncnda iion : 


The IBVSOs recommend an FY 2005 appropriation of 
$460 million to offset the higher costs of research 
resulting from biomedical inflation and wage increases 
os well as of^rTunitics for new breakthroughs. 


▼ ▼ ▼ 
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Medical and Prosthetic Research Issues 

A New \^sion for VA Research 

The VA research ptV0tmn is in need of a thorough revieof ofid hnff-term plannim itmlvina external stakeholders. 


During 2003, significant changes in the VA research 
program were impiemented without prior public 
debate or input from stakeholders. Despite the result- 
ing turmoil, VA researchers added to their remarkable 
record of achievement, and the IBVSOs are confident 
that VA research has much to offer in advancing diag- 
nosis and treatment of disease and disability' Howev'er, 
there is a need to build a new foundation of broad 
consensus about the purpose and scope of the VA 
research program. 


Rccounncudntion: 


VA should convene a consensus committee involving 
VA personnel and external stakeholders to conduct 
a thorough review of the VA research program. 
The committee should propose to the Secrctarv 
and Oangress a clear vision tor the future with recom- 
mendations on complex policy matters in need of 
resolution. 


▼ T T 

Restructuring the Research Funding Methodology 

More study u needed before deciding whether to assign to the Office of Research atid Development (ORD) 
responsibility for administering the \bterans Equitable Resource Allocation (VERA) research support funds. 


Ensuring adequate, accountable funding for both the 
direct and indirect costs of research is an essential 
factor in the success of any research enterprise. 
Current!)', ORD allocates R&D funding for the dirca 
costs of projects, while the indirect costs, and 
physicians' and nurses’ salaries arc covered by the 
medical care appropriation. As a result, there is no 
centralized means to ensure that each facility’s research 
program receives adequate support. Ac the same time, 
the flexibilit)' of the current methodology' at the local 
level is essential to meet the variable needs of research, 
academic, and clinical cv’cles. 


llccomini'iidfi tions: 


The IBVSOs do not support assigning to ORD 
administration of the FY 2005 VERA research 
support dollars. Prior to consideration of this 
possibility, VA must demonstrate that it has a work- 
able plan for implementation that provides 
accountabiiir\’ while preserving the local flexibility of 
the current methodoiog)’. At a minimum, such a plan 
should be pilot -tested at three sires before contemplat- 
ing national implementation. 

Congress must ensure adequate resources for both 
the direct and indirect costs of advancing medical 
diagnosis and treatment. 


▼ T ▼ 


76 



136 


MEDICAL CARE 


Research Infrastructure: 

VA research injrastmcture is m need of repair and iniproveinent. 


The IBVSOs applaud Congress and VA for beginning 
to address in the FY 2004 budget the critical need for 
minor construction funding to maintain, upgrade, and 
replace VA’s aging research facilities. However, a back- 
log of high priority research sites in need of minor 
consrraction funding amounting to more than $45 
million still remains. Addirionallv, some research focili- 
tics arc beyond repair, and $290 million is needed for 
construction to begin replacing outdated buildings. 


Rccouinicndation : 


Congress and VA must work together to ensure suffi- 
denc funding for research faciiit)' maintenance and 
improvements as well as at least one major research 
construcrion project per year until the backlog is 
addressed. 


▼ ▼ T 

Paralysis Research, Education, and Clinical Care Center and Quality Enhancement 
Research Initiatives for Paralysis: 

Congress and VA should support the Christopher Reeve Raralysis Act ef 2003, which would address needs 
of the paralyzed veteran community through research, rehabilitation, and cpidUvy of lifi program. 


VA through the Veterans Health Administration 
(VHA) provides a broad spectrum of medical, surgi- 
cal, and rehabilitative care to veterans. Among VHA 
developments arc research, education, and clinical 
centers (RECCs), which focus on spedfic conditions 
common in wterans. FJECCs are designed around the 
idea of translational research, and they develop educa- 
tional and training initiativ'es to implement best prac- 
tices into the clinical settings of VA. 

VA research oppomuiitics attract first-rate clinidans to 
practice medicine and condua research in VA health- 
care factiitics, thereby keeping veterans’ health care at 
the cutting-edge of modem medicine. By promoting 
consortia-style research, research conducted in 
conjimction with the Nation’s leading medical schools, 
VA promotes an environment of medical excellence 
and ingenuity that benefits every veteran reccidng VA 
care and, ultimately, all Antcricans. 

VA’s Quality Enhancement Research Initiative 
(QUERI) is designed to translate research discoveries 
and innovations into better patient care and systems 
improvements. QUERI focuses on eight high-risk 
and/or highly prevalent disea.scs or conditions among 
veterans; chronic heart failure, diabetes, HIV/AIDS, 


ischemic heart disease, mental health, spinal cord 
injury, stroke, and substance abuse. 

VA could expand and coordinate the activities of the 
VHA to develop a paralv’sis research, education, and 
clinical care center, as well as establish a Quaiin^ 
Enhancement Research Initiative for Paralysis. 
Together, the programs would encourage collaborative 
research, identify best practices, define existing practice 
patterns and outcome measurements, and improve 
patient outcomes associated with improved health- 
related qiulin’ of life through rehabilitation research. 


Jlrcoiiunnidn tions: 


Congress should enact the Christopher Reeve Paralwis 
Act of 2003 (S. 1010, H.R. 1998), which would 
establish a paralysis RECC and consortia and QUERIs 
for paralysis. 

The VHA should establish a paralwis RECC and 
consortia to focus on basic biomedical research on 
paralysis; rehabilitation research on paraK’sis; health 
scrsnccs and clinical trials for paraJv'sis that results from 
central nervous s)'scem, traimia, or stroke; dissemina- 
tion of clinical and scientific findings; and replication 
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«f the findings of the centers for scientific and transla- 
tionai purposes The formation of centers into consor- 
tia provide for the linkage and coordination of 
information among the centers to ensure regular 
communication bem'een members. 

The VHA should establish QUERIs for paralvsis, 
tt'hich translate clinical findings and recommendations 


into practices within the VHA; identifi' best practices; 
define existing practice patterns and outcome measure- 
ments; improve patient outcomes associated with 
improved health-related quality of life; and evaluate a 
quality enhancement intervention program for the 
translation of clinical research findings into routine 
clinical practice. 


u 

O 


T ▼ T 


Adminstative Isstus 

Critical Need for a Strong Nursing Workforce: 

VA needs a comnitted, satisfied, and well-educated nurmig workforce 
to sustain the h^h-quality cart our veterans deserve. 


VA has the largest nursing workforce in the countr)' 
with more than 55,000 registered nurses, licensed 
practical nurses, and other nursing personnel. The 
Gaunert' and VA are facing an unprecedented nursing 
shortage, a shortage that could potentially have a 
profound impact on the care given to our Nation's 
veterans. VA nurses are an essential component in 
delivering high-quality, compassionate care to veter- 
ans, and VA must be able to retain and recruit wcU- 
qualificd nurses in order to continue that care. 

VA is facing serious challenges in providing consis- 
tently hi/jh qualify' care. Compensation, benefits, and 
workplace issues affect VA’s ability to retain and 
recruit nurses in today’s highly competitive labor 
market. The average age of a VA registered nurse is 
47.4 years, and only 17% are under 40 years of age. 
By the end of 2003, 35% of VA’s registered nurses 
were eligible to retire. 

The October 23/30, 2002, issue of the Journal of the 
American Medical Association reported job dissatisfac- 
tion among hospital nurses nationwide is four times 
greater than the average for all U.S. workers, and one 
in five hospital nurses reported an intention to leave 
his or her airrcnt job within a year. Overall, many VA 
nurses report wage scales and benefits are inadequate 
and arc a major factor in their decision to maintain 
employment with VA. 


An article in the September 24/30, 2003, issue of the 
Journal of the American Medical Association examined 
whether the proportion of hospital RNs educated at 
the baccalaureate level or higher is associated with 
mortality and failure to rescue (deaths in surgical 
patients wth serious complications). The documenta- 
tion revealed significantly better patient outcomes in 
hospitals with more highly educated RNs at the 
bedside. This article reinforces VA's commitment to 
the VA Nurse Qualification Standard and the cxpcaa- 
non of a bachelor’s of science degree in nursing for 
advancement beyond the entry' level, as well as a 
commitment of economic support for associate degree 
nurses to pursue an 3d\'anced degree. 

In the current nursing shortage, public policy discus- 
sion has centered on how to increase the supply of 
RNs. VA invests in two major educational pathways 
into nursing; practice-associate or bachelor's degree 
programs. However, little attention has been paid to 
considering how investments of VA funds in these 
programs will best ser\'e the good of our veteran 
patients. The documentation of significantly better 
patient outcomes in hospitals with more highly 
educated IkNs at the bedside underscores the impor- 
tance of placing greater emphasis on policies to alter 
titc educational composition of the future nurse work- 
force. VA funding should aim at shaping a workforce 
best prepared to meet the needs of our aging veteran 
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population and enhancing the qualitv of care they 
receive. 

UnfortunatcK' the VA health-care budget has mst kept 
up with rising health-care costs, and the situation 
grows more critical each fiscal vear. Adequate funds 
must be appropriated for recniitment and retention 
programs for the nursing workforce. 

VA staffing levels arc frequently so marginal that any 
loss of staff can result in a critical staffing shorta^ and 
present significant clinical challenges. Staffing short- 
ages can result in the cancellation or delay of surgical 
procedures and closure of tntcnsis'c care beds. It also 
causes diversions of veterans to private-sector facilities 
at great cost. This situation is complicated by the foct 
that VA has downsized inpatient capacits' in an effort 
to provide more services on an outpaticnt/ambulator)' 
basis. The remaining inpatient population is generally 
sicker, has lengthier stays, and requires more skilled 
nursing care. 

Inadequate funding has resisted in nationwide hiring 
freezes. These hiring freezes have had a negative 
impact on the VA nursing workforce as nurses have 
been forced to assume nonnursing duties due to short- 
ages of ward secretaries, building management, and 
other support personnel. These staffing deficiencies 
have an impact on both patient programs and VA’s 
ability to retain an adequate nursing workforce. 

VA nurses are a national treasure and are dedicated to 
the mission of caring for America’s heroes. Establish- 
ing and support of the following recommendations as 


well as the structures that support the work of nursing 
will fester the environment ncccssart' for a successful 
ftimre. Our veterans deserve it. 


RccoJinJiaidatiojis: 


Congress mi^t provide sufficient funding to support 

prt^rams to recruit and retain critical nursisig staff. 

To meet this goal VA should; 

• Establish recruitment programs that enable VA to 
remain competitive with private-sector marketing 
strategics; 

• Reestablish the VA Professional Scholarship 
Program; 

• Continue the Employee Debt Reduction Program 
to include all VA nursing personnel; 

• Continue funding for the National Nursing 
Education Initiative; 

• Implement youth outreach pre^raras to foster 
selection of nursing as a career choice; 

• Develop special programs between local VA facili- 
ties and cwnmunity coUcges/univcrsitics with a 
focus on preparing all levels of ftiturc VA nursing 
personnel; 

• Increase support of career path development 
within nurses' qualification standards; and 

• Ensure adequate nursing support personnel to 
achieve excellence in patient care and outcomes. 


▼ ▼ ▼ 
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Volunteer Programs: 

VHA^s volunteer projrofm are so critical to the mission cf service to veterans 
that these volunteers are considered compensation” employees. 


Since its inception in 1946, the Department of Veter- 
ans Affairs Voluntary' Semce (VAVS) has donated in 
excess of 534 million hours of volunteer service to 
America’s veterans in VA health-care facilities. As the 
lai'gcst volunteer program in the Pedcral Gowntment, 
the VAVS program is composed of more than 350 
national and communin' organizations. The program 
is supported bv a VAVS National Advisors' Commit- 
tee, comfKJsed of 63 major veteran, civic, and service 
organizations, wliich reports to the VA Under Sccre- 
tan,’ for Health. 

With the recent expansion of VA health care for 
patients in a community setting, additicwial vt^unteers 
have become involved. They assist s’ctcran panents by 
augmenting staff in such settings as hospital wards, 
nursing homes, community-based volunteer 
programs, end-of-Iife care programs, foster care, and 
veterans’ outreach centers. 

During FY 2003, VAVS volunteers contributed a total 
of 12,983,728 hours to VA health-care facilities. This 
represents 6,221 FTEE positions. These volunteer 
hours represent more than $215 million if VA had to 
staff these volunteer positions with FTEE employees. 

VAVS volunteers and their organizations annually 
contribute millions of dollars in gifts and donations in 
addition to the value of the service hours they provide. 
The annual contribution made to VA is estimated at 
S42 million in gifts and donations. These significant 
contributions allow VA to assist direct patient care 
programs, as well as support services and aaiviries that 
may not be fiscal priorities from year to war. 

Monetary c.stimatcs aside, it is impossible to calculate 
the amount of caring and sharing chat these VAVS 
\’oiuntccrs provide to veteran patients. VAVS volun- 
teers arc a priceless asset to the Nation’s veterans and to 
VA. 

The need for volunteers continues to increase drantati- 
cally as more demands arc being placed on VA staff 
Health care is changing, which provides opportunin’ 


for new and nontraditional roles for volunteers. New 
services arc also expanding through commiuiir\'-based 
ourpatient clinics that create additional personnel 
needs. It is vital that VHA keep pace with utilization 
of this national resource. 

At national cemeteries, volunteers provide military 
honors at burial serv'ices, plant trees and flowcR, build 
hisroricaf trails, and place flags on grav’c-s for Memorial 
Day and Veterans Day. More than 287,000 volunteer 
hours have been contributed to better the final resting 
places and memorials chat commemorate veterans’ 
service to our Nation, 


lii-connucuiinliojts: 


VHA facilities should designate a staff person with 
volunteer management experience to be responsible 
for recruiting volunteers, developing volunteer 
assignments, and maintaining a program that formally 
recognizes volunteers for their contributions. 

The VHA should develop volunteer opportunities in 
communitv-based and home-health settings and 
recruit local volunteers. 

The VHA should develop partnerships with local 
businesses and corporacions for volunteer and 
program support. 

The VHA should include VAVS volunteer produc- 
tion' data in VHA facilin' productivity measurement 
systems and facilin- management performance 
standards to create incentives for facilities and 
managers to utilize VAVS volunteers effccti\’cly. 

The VHA should initiate volunteer recruitment 
strategies for age groups 20-40 within each VISN. 

VA should encourage all national cemeteries to ex-pand 
volunteer programs. 
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Contract Care Coordination 

K4 does not ettsure an mtejfraud program of continuous care and monitoring for veterans who receive at least 
some of their cart fiom private community-based providers at VA expeme. 


To ensure a full continuum of health-carc services^ VA 
spends approjumately $1 billion a vear for medical care 
outside the VA health-care system when privareh' 
ccmrracted medical services are needed. Current le^la- 
tion allows VA to contract for non-VA health care (fee 
basis) only when VA facilities are incapable of pmvid- 
ing the necessary' care, when VA facilities arc 
geographically inaccessible to the veteran, and in 
certain emergency' situations. Unfortunately, no consis- 
tent process exists in VA for veterans receiving 
contraacd care scniccs to ensure that: 

(1) veterans are getting the appropriate, most cc«t- 
effcctive care deliwred by cerrified or credcntialed 
providers; 

(2) continuity of care is properly monitored by VA 
and that \'cteran patients arc direaed back to the 
VA health-care system for follow-up care when 
possible; 

(3) \«terans’ medical records are properly updated 
with any non-VA medical and pharmaceutical 
information; 

(4) the process is part of a seamless continuum of 
care/serviccs to facilitate improved health-care 
delivery and access to care. 

Currently', the Preferred Pricing Program allows VA to 
reap savings when veterans who need contracted care 
select a physician within the established Preferred 
Provider Organization (PPO) network. Preferred 
pricing allows contracted VA medical facilities to save 
money when veterans need non-VA health-care services 
by using network discounts. However, VA’s program 
for contracted care is passive and only allow's for cost 
savings when veterans coincidentally choose to receive 
care from the contractor’s provider network. VA 
currently has no sy'stem in place to direct veteran 
patients to the participating PPO providers so that 
VAcan; 

(1) receive a discounted rate for services rendered; 

(2) u-sc a mechanism to refer to credcntialed, quality' 
providers; and 

(3) exchange cbrucal information with non-VA 
providers 


Although preferred pricing is available to all VA 
nodical centers (VAMCs), not all facilities rake advan- 
tage of these cost savings. Therefore, in manv cases VA 
is paying more for contracted medical care thaii neces- 
sary'. Though preferred pricing was a significant 
improvement in purchasing care for the best value 
when it was introduced in 1999, and despite the 
si^ificant savings achieved (more than $19 million), 
there arc several major improvements that can be made 
to improve the access, quality, and cost of non-VA care. 

By partnering with an experienced managed care 
contractor, VA can define a care management model 
with a high probabiiiu' of achieving its health-care 
system objccrivcs: integrated, timely, accessible, appro- 
priate, and quality' care purchased at the best value. 

Components of the program would include: 

• Customized provider nens'orks complementing 
the capabilities and capacities of each VAMC. 

Such contracted networks would address timeli- 
ness, ac<ress, and cost-effectiveness. Additionally, 
the care coordbiation contractor would require 
providers to meet specific requirements, such as 
the timely communication of clinical infomiation 
to VA, electronic claims submission, meeting VA 
established access standards, and complying with 
directors’ performance measures. 

• Customized care management to assist ewry 
veteran and each VAMC when a veteran must 
receive non-VA care. By matching the appropriate 
non-VA care to the veteran’s medical condition, the 
care coordinatioii contractor addresses appropriate- 
ness of care and conrinuiry' of care. The result for 
the veteran is an integrated episode of care, 

• Improved veteran satisfaction through integrated, 
efficient, and appropriate health-care delivery' 
across VA and non-VA components of the contin- 
uum of care. 

• Best waJuc health-care ptirchasing. 

Currently; many \'cterans arc disengaged from the VA 
health-care system when receiving medical services 
from private nonparticipating PPO phy'sicians at VA 
expense. Additionally, VA is not fuliv optimizing 
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its resources to improve timeiy access to medicai 
care through coordination of private contracted 
communit\'-based care. A care coordination rontractor 
couid be used to temporaril)' fili a gap or deal with 
unexpected backlogs. Prior to the implemcnraticwi of 
the Capital Asset Realignment for Enhanced Services 
(CARES) plan, it is important for VA to develop an 
effective care coordination model that achieves VA’s 
health care and economic objectives. Doing so will 
improve patient care delivers', optimize the use of VA’s 
limited resources, and prevent overpayment when 
utilizing communin' contracted care. 


liccoiinucudatious: 


VA should establish a phased-in contracted care coor- 
dination program that is based on principles of 
mediciil management. 


Whenever possible, veterans who receive care outside 
VA, at VA expense, should be required to do so in the 
care coonlination model. 

VA should engage an experienced contractor willing to 
go at risk to implement and manage a care coordina- 
tion program that will deliver improvements in 
medical management, access, timeliness, and cost ctTi- 
ciencies. VA and the contractor would jointly develop 
identifiable and achievable metrics to assess program 
results and will report these results to stakeholders. 

Components of a care coordination program should 
include claims processing, centralized appointment 
scheduling, and a call center or advice line for veterans 
who receive care outside the VA hcalth-care s^-stem — 
and should be implemented at VA's expense. 


MEDICAL ADMINISTRATION AND MISCELLANEOUS 
OPERATING EXPENSES (MAMOE) 

The Medical Administration and Miscellaneous Operating Expenses (MAMOE) appropriation enables supervi- 
sion and administration in support of the goals and cA»Jective of the VHAs comprehensive and integrated health- 
care system. MAMOE functions include development and implementation of policies, plans, and broad program 
activities; assistance to the neew'orks in attaining their objectives; and foUow-up actions neecssar)’ to ensure 
complete accomplishment of goals. The Facilities Management SciaHcc Delivery Office, funded on a reimbursable 
basis b\' other VA component.^, supports projea management; architectural engineering; real propert)' acquisi- 
tion; and disposition, construaion, and renovation of facilities under the jurisdiction of, or used by VA. 


MAMOE Account 


The Jfidtpmdent Budget VSOs recommend the MAMOE account be funded by the Congress at $86. 7 million for 
FY 2005. The recommended amoiuit is the minimum funding consistent with maintenance of current operatioas 
through all MAMOE departments. 
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MAMOE Recommendeci Budget Appropriation 


(Dollars in Thousands) 

FY 2005 IB RECOMMENDATION BY TYPE OF SERVICE 

Personnel Compensation $71 ,408 

Travel and Transportation of Persons 1 ,31 9 

Rental Payments to GSA 6,160 

Communications, Utilities, and Miscellaneous Charges 1 ,522 

Other Services 3,698 

Supplies and Materials 1 ,353 

Equipment 1,229 


IB Recommended FY 2005 Appropriation $86,669 


TTY 


MAMOE Issues 


Quality Assurance and Policy Guidance: 

Funding sljortfitUs in the MAMOE account have VA unable to implement adequate quality assurance efforts 
or U) provide adequate poUey guidance mthin the 21 VlSNs. 


Despite VHA headquarters’ enormous oversight 
responsibiliry, large reductions in VHA National 
Headquarters’ staff have caused serious degradation of 
VA’s abilitj' to manage quality of care, provide effective 
policy guidance, or ensure collection and management 
of essential information. MAMOE reductions have 
also adversely impacted VAs critical oversight function 
and made it difficult to gauge VA’s compliance with 
Congressional mandates. 

The work of VHA’s Office of Quality and Performance 
is of the utmost importance, not only to the patient, 
but also to the Administration and to the Congress 
who are ultimately responsible for veterans’ health 
policy. What data arc available certainh’ support the 
contention that VA care is as good as or better than 
care rendered outside of the VA. However, a quaJin’ 
program must have ;idequatc staff to succcssfullv 
perform all its necessar)' functions and be foliv 
accountable to its various constituencies. Additional 
quality management staff in VA headquarters would 
translate to more thoroxigh collection, anah’sis, and 
reporting of information about health-care quality bv 
network and across the system. 


VHA National Headquarters has the critical role of 
ensuring VA fulfills its Congressional mandate to 
maintain the capacity for provision of specialized serv- 
ices. Although the VHA takes great pride in its efforts 
to aggregate patient data within the system, the agency 
must be equally capable of providing in-depth analyses 
of its collection in order to understand who is provid- 
ing the highest quaiit)' care and how chose anal\'ses can 
be shared systemwide. The VHA is charged with 
cstablisliing national policies and priorities, a responsi- 
bility whose successful execution forther reductions to 
MAMOE \vill seriously jeopardize. 

VA is the Federal Government's largest cmplot'cr of 
physician assistants (PAs), with more than 1,290 
FTEE positions. The Veterans Benefits and Health 
Care Improvement Act of 2000 (P.L, 106-419) 
directed that the VHA establish a physician assistant 
advisor position to the Office of the Under Secretary’ 
for Health. Congress stronglv encouraged that the 
VHA ensure the PA advisor position is full-time and 
located in the VA Central Office or in a VA medical 
center in close proximin’ to Washington, DC; further, 
that sufficient funding be provided to support the 
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administrarive and travel requirements associated with 
rhe position. Congress directed that VA report by 
March 3, 2003, on the progress made in this regaid. 
As of this writing, rhe PA advisor position has not 
been established as full-time. Moreover, the minimai 
rrat-el fujids made available to the pan -time incumbent 
in FY 2004 have been significantlv decreased in the FY 
2005 allocation. Indeed, rhe position is nor assigned 
to rhe Office of the Under Secretary for Health, docs 
not reside in or near the VA Central Office, and does 
nor appear on rhe VHA organizational chart. 

Health-care deliver)' and its management are exrrcnKh’ 
dwiunic. Advances in information managementAnfor- 
marion technology (IM/IT) are even more so, and of 
ever-increasing importance. New technologies and 
concepts are both prerequisites to and great opportu- 
nities for health-care improvement. IM/IT is the key to 
manv process improvements, evidence-based medi- 
cine, population-based research, and other health-care 
qualit)' enhancements. 

The Principi Commission recommended, and the 
IBVSOs endorse, joint acquisition of a clinical infor- 
m.ation system to replace the VA’s Icgaci- systems. In 


this connection, the GAO recommended strengthen- 
ing the Government Computer-Based Patient Record 
(GCPR), since renamed rhe Federal Health Informa- 
tion Exchange (FHIE), because of the impoitance of 
VA/DOD intcropcrabiliu'. 


Ilixonijunidntioiis: 


Congress and the Administration must provide 
adequate funding to the MAMOE account to support 
VHA National Headquarters’ role relative to quaiin’ 
management; policy guidance; and inforaiation collec- 
tion, analv'sis, and dissemination. 

VHA National Headquarters must maintain hands-on 
oversight to meet Congressional mandates to monitor 
and maintain the capacire for specialized programs. 

VHA must staff the PA advisor \vith one Congression- 
allv approved FTEE posirion, 

Congress should fund, and the VA should implement, 
new FHIE capabilit)’. 


T T ▼ 
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The Department of Veterans Affairs coastriKtion budget includes major construction, minor 
construction, grants for construction of state extended care facilities, grants for state veterans’ 
cemeteries, and the parking garage revolving fimd. 

The Historical Appropriations for VA Major and Minor Construction chart listed on the next 
page clearly shows that since 1993 VA’s construaion budget and annual appropriations for 
both major and minor projects continue to drop sharply to the current low level. The FY 
1993 combined total was $600 million; howcvci; by FY 2003, the total had decreased to only 
about $300 million. VA’s history of low construction budgets the last 12 years is an explicit 
indication of poor stewardship of the s^-stem’s facility capital assets. 

In a study completed in 1998, Price Warerhousc was asked to determine the spending level 
required to ensure that VHA’s investment in facility’ assets would be adequately protected 
against adverse deterioration and to keep the average condition of facilities at an appropriate 
level. Price Waterhouse concluded that the VHA was significantly underfunding its construc- 
tion spending, and based on their observations across the industry; appropriate annual spend- 
ing should be benveen 2% and 4% of the plant replacement value (PRV) on pcinvestment to 
replace aging facilities. Price Waterhouse considered reinvestment to be improv’cmcnts funded 
from the major and minor construaion appropriations. PRV for the VHA is approximately 
$35 billion. The 2%-4% range w'ould therefore equate to armual funding of $700 million to 
$1.4 billion 

There continues to be major political resistance to fund an adequate construction budget 
before the Capital Asset Realignment for Enhanced Services (CARES) process has been 
completed. We have been supportiN’c of the CARES process from the beginning, as long as 
the primary emphasis is on the “ES”— enhanced services; however, we believe that it is poor 
policy to defer all VA construaion needs until CARES is complete. 

Currently, most VA medical centers, with an average age of 54 years, are in critical need of 
repair. Sadly the prospea of sy-stemwide capital asset realignment through the CARES process 
has been used as an excuse to hold all construction projects hostage. These projects arc essential 
to patient safer)’; morcov’cr, they will cwntually pay for thcmsch'cs through future sarings as a 
result of modernization. The ongomg reconfiguration of the system through CARRS must not 
distrart VA from its obligation to protea its current assets by posqaoniiig needed funding for 
die construction, maintenance, and rcno\'arions of VA facilities. 

While we still believe the CARES process should proceed, we perceive a need for ftirthcr data 
to support various recommendations that would close or change missions of certain VA iong- 
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term care and small size facilities. These data should 
include such items as a cost analysis associated wirii 
these changes to mcliule the costs of transferring 
patients and staff; the cost associated with orntracting 
for care in the communin'; the cost related to shutting 
down and disposing of propert)" to include asbestos 
removal; the cost to build or lease new facUitics like 
community-based clinics and patient bed towers ro 
include associated site elements to make the building 
fonctionai, such as equipment, relocation, and activa- 
tion costs; and updating facility infrastructures to 
handle ac^tional patient workloads whib maintaining 
privacy and safety requirements. 

We acknowledge that the VA Office of Facilities 
Management has assembled construction cost data for 


t^ous functional building types; however, the inclu- 
sion of the aforementioned cost could provide the 
rationaic for reconsidering some decisions. 

In additional, the assumption that Congress will 
adequately fund all CARES proposed chants must be 
questioned. The IBVSOs are concerned that when 
CARES implementation costs are factored into the 
appropriations process. Congress will not fully fund 
the VA system, further exacerbating the current obsta- 
cles impeding veterans’ access to quality hcalili care in 
a timely manner. It is our opinion that VA should not 
proceed with CARES changes until sufficient funding 
is appropriated for the construction of new facilities 
and renovation of existing hospitals is approved. 
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MAJOR CONSTRUCTION ACCOUNT 

The IBVSOs recommend that Congress appropriate $571 milUoii to the Major Construction Account for FY 
2005. This amount is needed for seismic correction, clinical environment improvements, National Ccmctcr)' 
.^Iministration construction, land acquisition, and claims. 


Construction, Major Projects Recommended Appropriation 
FY 2005 IB Recommendation by Type of Service 
Medicai Program (VHA) 


Seismic improvements 

$285,000 

Clinical improvements 

25,000 

Patient Environment 

10,000 

Research infrastructure Upgrade and Reii^cement 

50,000 

Advgmce Planing Fund 

60,000 

A^stos Abatement 

60,000 

Naticmai Cemetery Ac^inistration 

81,000 

tB Recommended FY 2005 Appropriation 

$571,000 


flcHAOTSrMiubRCONSTRUC^ONB^^ INFLATION 
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The IBVSOs recommend that Congress appropriate $545 million to the Minor Construaion Account for FY 
2005. These funds contribute ro construction projects ccMting less than $7 million. This appropriation also 
provides for a regional office account, National Cemetet)’ Administration account, improvements and renovation 
in VA’s research facilities, a staff office account, and an cmcrgcncv fund account. Increases provide for inpatient 
and outpatient care cmd support, infrastructure, ph\^ical plant, and historic preservation projects. 


Construction, Minor Projects Recommended Appropriation 
FY 2005 Recommended by Type of Service 
Medical Program (VKA) 


inpatient Care Support 

$130,000 

Outpatient Care and Support 

100,000 

Infrastructure and Physical Plant 

150,000 

Historic Preservation Grant Program 

25,000 

Other 

25,000 

VBA Regional Office Program 

35,000 

National Cemetery Program 

35,000 

VA Research Facility Improvement and RenovatH^ 

45,000 

IB Recommendation FY 2005 Appropriation 

$545,000 
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CONSTRUCTION ISSUES 

CORRECT SEISMIC DEFICIENCtES: 

Murms and staff continue to occupy buildings known to be at extremely hgh risk because of seismic dejkimcies. 


Annually, the VH A submits a list of Top 20 Priority 
Major Medical Construction Projects to Congress, 
which identities the major medical construction proj- 
ects that have the highest priority within VA. This list 
includes buildings that have been deemed at “signifi- 
cant’* seismic risk and buildings that are « “exception- 
ally high risk” of catastrophic collapse or major 
damage. Currently, 890 of VA’s 5,300 buildings have 
been classified as significant seismic risk, and 73 VHA 
buildings arc at exceptional!)' high risk. 

Four exceptionally high-risk seismic correction proj- 
ects— Palo Alto, San Francisco, West Los Angeles, and 
Long Beach — ^were included in VAs recent budget 
submission; however, none of these seismic projects 
w'ere funded. These four facilities have been classified 


as the most exceptionally high risk for catastrophic 
collapse or major damage. 

The IBVSOs believe, as we have indicated in the past, 
that there is political resistance to fund any major 
construction projects before the CARES process has 
been completed, and this includes correcting seismic 
deficiencies in VHA facilities. Regardless of the recom- 
mendations of the CARES program on facility realign- 
ments, it is our contention that VA must maintain and 
improve its existing facilities to support the deliver)' of 
health-care scr\'ices in a risk-free environment for 
veterans and VA cmpIo)'ees alike. 

Most seismic correction projects should include 
patient-care enhancements as part of their total scope. 
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Also, consideration must be given to enhanced service 
recommendations provided for CARES. Due to the 
lengthy and widespread disniption to ongoing hospital 
operations that are associated with most seismic proj- 
ects, it would be prudent to make qualitative medical 
care upgrades at the same time. 


Rfcotnnicncintions: 


Congress should appropriate S285 million to correct 
seismic deficiencies. 

VA should schedule facility unprovements projects and 
CARES recommendations concurrently with seismic 
coriections. 


▼ ▼ T 

Inadequate Fundinq/PecHninq Capital Asset Value: 

124 ^ health-care jwility mfrastructure is grossly undercapitalized. 


Good stewardship demands that VA facility assets be 
protected against deterioration and that mi appropriate 
level of building services be maintained. Given VA's 
construction needs, such as seismic correction, compli- 
ance with the Americans with Disabilities Act (ADA) 
and Joint Commission of Accreditation of Healthcare 
Organization (JCAHO) standards, replacing aging 
physical plant equipment, and CARES, VA’s construc- 
tion budget continues to be inadequate. 

In The Independent Budget jor Fiscal Tear 2004, wc cited 
the recommendations of the interim report of the Pres- 
ident’s Task Force to Improve Health-Care Delivery 
for Our Nation’s Veterans (PTF). Thar report was 
made final in May 2003. To underscore the impor- 
tance of this issue, we will cite the recommendation of 
the PTF again this year. 

VA’s health-care facility major and minor construction 
over the 1996 to 2001 period averaged orUy $246 
million annually, a recapitalization rate of 0.64% of the 
$38.3 billion total plant replacement value. At this 
rate, VA will recapitalize its infrastructure cverv 1 55 
years. When maintenance and restoration arc consid- 
ered with major construction, VA invests less than 2% 
of plant rcplaccmcnr value for its entire facility infra- 
structure. A minimum of 5% to 8% investment of 
plant replacement value is necessary to maintain a 
healthy infrastrucrurc. If not improved, veterans could 
be receiving care in potentially unsafe, dj'sfuncrional 
settings. Improvements in the delivery of health care to 
veterans require that VA and the DOD adcquatelv 


create, sustain, and renew physical infrastructure to 
ensure safe and functional facilities. 

It was also recommended b)' the PTF that “an impor- 
tant priority is to increase infrastructure funding for 
construction, maintenance, repair, and renewal from 
current levels. The importance of this initiative is that 
the physical infrastructure must be maintained at 
acceptable levels to avoid deterioration and failure.” 

The PTF also indicated that “Within VA, areas need- 
ing improvement include developing systematic and 
programmatic linkage bctvs'ccn major construction and 
other lifecycle components of maintenance and 
restoration. VA does not have a strategic facility focus, 
but instead submits an annual top 20 facility construc- 
tion list to Congress. Within the current statutory and 
business rules, VA can bring new facilities online 
within 4 years. How-ever, VA facilities are constrained 
by reprogramming authority, inadequate investment, 
and lack of a strategic capital-planning program.” 

The PTF believes that VA must accomplish three key 
objectives; 

(1) invest adequately in the neecssaty infrastrucuirc to 
ensure safe, functional environments for health- 
care deliver\'; 

(2) right-size their respective infrastructures to meet 
prc^cted demands for inpatient, ambulatory, 
mental health, and long-term care requirements; 
and 
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{3) create abilities to respond to a rapidiv changing 
environment using strategic and master planning 
to expedite ne\\' construction ;ind renovation 
efforts. 

Additionally, it was recommended by the PTF report 
that "‘an important priorirv is to increase infrastructure 
funding for construction, maintenance, repair, and 
renewal from current levels.” The importance of this 
initiative is that the physical infrastructure must be 
maintained at acceptable levels to avoid deterioration 
and failure. 


Hie IBVSOs concur with the provisions contained in 
rfK PTF final report. If construction funding continues 
to be inadequate, it will become increasingly difficult 
fcK VA to provide high-qualin' services in old and inef- 
ficicni patient care settings. 


liL'ciniiuicndntmi: 


Congress miusr ensure that there are adequate hinds for 
the major and minor construction programs so that 
the VHA can undertake ail urgently needed projects 
and correct the system's aging infra-stmcturc. 


▼ ▼ T 

Increase Spending on Nonrecurring Maintenance: 

Tbt deteriomtum of many VA properties calls for increased spending on nonrecurring maintenance. 


The IBVSOs support the Price Waterhouse recom- 
mendation that VA spend at least 2% of the value of 
its buildings or $700 million annually on upkeep. The 
IBVSOs believe that $400 million should be appropri- 
ated in FY 2005 with continued increases in the 
following years until an appropriate level of funding 
that will forestall the continued deterioration of VA 
properties is achieved. 


litXdJiniicudatwiis: 


Congress should appropriate no less than $400 million 
for nonrecurring maintenance in FY 2005 to provide 
for adequate building maintenance. 

VA should direct no less than $400 million for nonre- 
curring maintenance in FY 2005. VA should also make 
annual increments in nonrecurring maintenance in the 
future until 2% of the value of its buildings is 
budgeted and utilized for nonrecurring maintenance. 


▼ T ▼ 


Empty or Underutilized Space at Medical Centers; 

VA should avoid the temptation to reuse empty space inappropriately. 


The suggestion has been made that the VA medical 
system has vast quantities of empty space that can be 
cost effectively reused for medical serx’ices. Further- 
more, it has been suggested that unused space at one 
medical center may help address a deficiency that exists 
at another. Although the space inventories may be 
accurate, the basic assumption regarding viability of 
space reuse is not. 


Medical facility planning is a coniplex task because of 
the intricate relationships that must be provided 
benv'ccn fiinctional elements and the demanding tech- 
nical requirements of the sophisticated equipment that 
must be accommodated. For these reasons, .space in 
medical facilities is rarely interchangeable — esarept at a 
prohibitive cost. Unoccupied rooms located on a 
hospital’s eighth floor, for example, cannot offset a 
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space deficiency in a second floor surgery because there 
is no ftinctiona] adjacency. Medical space has very criti- 
cal inter- and intra-departmcntal adjacencies that must 
be maintained for efficient and hygienic patient care. 
In order to maintain these adjacencies, departmental 
expansions or relocations usually trigger extensive 
Momino” impacts on the surrounding space. These 
sccondari' impacts greatly increase construction costs 
and patient care disruption. 

Some permanent features of medical space, such as 
floor-to-floor heights, column-bay spacing, natural 
light, and structural floor loading, cannot be altered. 
Diftcrcnc medical functions have different technical 
requirements based on these permanent characteristics. 
Laboratory or clinical space, for example, is not inrer- 
changeabie with patient ward space because of the 
need for different column spacing and perimeter 
configuration. Patient rooms need natural light and 
column locations that arc compatible with patient 
room layouK. Laboratories should have Jong structural 
bays and tunction best without window's. If the “sheU” 
space is not appropriate for its purpose, renovation 
plans w'ill be larger and more inefficient and therefore 
cost more. 

Using renovated space rather than new construction 
yields only marginal cost savings. Build our of a “gut” 
renovation to accommodate medical functions usually 
costs approximately 85% of the cost of similar new 
construction. If the renovation plan is less efficient, or 
the “domino” impact costs are greater, the small poten- 
tial savings are easily lost. Renovation projects often 
cost more and produce a less satisfactory result. Reno- 
vations arc sometimes appropriate to achieve desirable 
fimetionai adjacencies, but they ore rarely economical. 

Early VA medical centers used flexible campus-type 
site plans with separate buildings serving different 
functions. Since World War 11, however, most main 
hospitals have been consolidated into large, tall 
“modem” structures. Over time, these central medical 
towers have become surrounded by radiating wings 
and connecting corridors leading to secondara’ struc- 


tures. Many current VA medical centers are built 
around prototypical “Bradley buildings.” These stme- 
tures were rapidly constmered in the 1940s and 1950s 
for ccturaing World War II veterans. Fifr^' years ago, 
these brick facilities were easily site-adapted and inex- 
pensive to build, but today they provide a very' poor 
chassis for a modern hospital. Because most Bradley 
Ixjiklings were designed before the advent of air condi- 
tioning, for example, the floor-to floor heights are very' 
low. This makes it almost impossible to retrofit 
modem mechanical systems. The older hospital’s 
wings arc long and narrow (in order to provide opera- 
ble wniidow's) and therefore provide inefficient room 
layouts by contemporary’ standards. The Bradley 
hospital's central scrv'ice core with a few small elevator 
shafts is inadequate for the vertical distribution of 
modern mctficai services. 

In addition, much of the currently vacant space is not 
situated in prime locations. If the space w'crc, it would 
have been previously renovated or demolished to clear 
the way for new additions. Unused space is typically 
located in outlying buildings or on upper floor levels. 
Its permanent characteristics often make it unsuitable 
for modern medical ftmetions. 

VA should perform a comprehensive analysis of its 
excess space and deal w'ith it appropriately. Some of 
this space is located in historic structures that must be 
preserved and protected. Some space may be appropri- 
ate for enhanced use. Some may be appropriate for 
demolition. Wliiic it is tempting to focus on unused 
space, it should not be a major determinant in CARES 
realignments. Each medical center should develop a 
plan to find appropriate uses for its nonhistone vacant 
properties. 


Ki'cmnnicncin tion : 


VA shoiUd develop a comprehensive plan for address- 
ing excess space in nonhisroric propemes that is not 
suitable for medical or support functions due to its 
permanent characteristics or location. 


T T T 
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Preservation of VA& Historic Structures: 

VA ’s extensive inventory of historic structures must be protected and preserved. 


VA's historic structures provide direct physical 
evidence of America’s proud heritage of veterans' care, 
and they enhance our understanding of the lives and 
sacrifices of the soldiers and sailors that fashic«>cd our 
country. VA owns almost 2,000 historic structures. 
Many arc suffering from neglect and deteriorate 
further every vear. Titese stnicmrcs must be .stataUMd, 
preserved, and protected. The fust step in addressing 
this important legal and moral responsibility is for VA 
to develop a comprehensive national program for its 
historic properties. Because the majority’ of these struc- 
tures are not suitable for modern patient care, the 
current CARES planning process will nor produce 
a national strategy for the preservation of historic 
properties. A separate initiative must be undertaken 
immethately. 

VA must inventor,' its historic structures and establish 
broad classifications regarding their current physical 
condition and their potential for adaptive reuse. Thi.s 
reuse may be cither by VA medical centers or by local 
governments, nonprofit organizations, or private- 
sector businesses. In order to accomplish these initial 
objectives, we recommend that VA establish partner- 
ships with other Federal departments, such as the 
Department of the Interior, and with private organiza- 
tions, such ;\s the National Trust for Historic Preserva- 
tion. This expertise should prove helpful in 
establishing this program. In addition, VA must 
expand its current staffing for this new task. 

In conjunction with an adaptive reuse program, VA 
needs to develop legal models and stria administrative 
policies for protecting those historic structures that arc 


leasol or sold. VA’s responsibilities, for example, could 
be addressed through legal easements on appropriate 
jMopcrtN' elements, such as building exteriors, interiors, 
or grounds. The National Tnist for Historic Preserva- 
tion has successfully completed a cooperative agree- 
ment assisting the Department of Army %vith the 
management of its iiistoric properties. 

Wc prt^josc a $25 million budget for FY 2005 in order 
to stabilize, prcsciv’e, and reuse the thousands of 
historic VA properties. The funds should also be used 
to maintain VA’s artifacts and collections and to 
provide grants to local organizations for preservation 
actirities related to veterans facilities. We support the 
proposed language in Scaion 8171 for the establish- 
ment of a fund and for its purpose. 

The proccaion and preservation of VA’s historic struc- 
tures is an important responsibility’ that the Depart- 
ment has ignored for too long. Faced with scarce 
funding and compering patient care demands, VA 
management has delayed addressing this issue for 
decades. Wc therefore recommend that specific fund- 
ing and detailed responsibilities are included in the FY 
2W4 budget for this purpose. 


lii-cmiuiwndatiun: 


Specific funds should be included in the FY 2005 
budget to develop a comprehensive program for the 
preservation and protection of VA’s irn'cntorv’ of 
historic properties. 


T T T 
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Establishing a Program for Medical Center Master Plans: 

J^/j medical center needs to develop a detailed facility master plan. 


CARES will not produce detailed facilit)' master plans 
for each VISN medical center. Without these facility 
plans, the CARES recommendations cannot be effi- 
ciently implemented. Potential benefits of the iengthv 
and expensive CARES medical planning process will 
be jeopardized by hasty and iil-conccived construction 
planning. Tlie construction budget should therefore 
include $100 million to fund master plans for the 167 
VA medical centers. In order to implement this 
detailed facility' planning, VA must immediately cstab- 
hsh guidelines and formats for these master plans so 
that work can proceed. Since VISN 12 planning was 
completed in the CARES pilot phase, this netw'ork 
would be a good staring point for the master facility' 
planning process. 

Master plans for each medical center must be devel- 
oped by contracted design professionals based on 
programmatic and operational decisions agreed to 
during CARES. Medical center master plans must be 
internally and externally coordinated. Ewemal coordi- 
nation may prove to be the more complex undertak- 
ing. For example, where current programs arc 
relocated to from one medical center to another 
medical center, new construction at the second facility 
must be completed bejin-e related actitms can be under- 
taken at the first. This requires that the proposed 
changes be a part of nro facility master plans, one for 
the donor facility and one for the acquiring facility. 

Similarly, construction priorities must be coordinated 
between the medical centers. Construction of an 
expanded SCI facility may be a high priority for the 
gaining facility, but the loss of an existing program 
may be a low priority for the donor facilit)'. If 
construction funds will be expended at both facilities, 
it may be a practical budget policy to fund the two 
actions together. 

Even when program changes will take place on a single 
campus, master plans must be developed so that a scries 
of projcCTs can be prioritized, coordinated, and phased. 
Each project is a logical step in achieving the long-range 
CARES objectives in an efficient and effective manner 
with the minimum disruption to patient care. 


Master planning will allow preparation of accurate 
construction cost estimates that include sufficient 
contingcnc)' expenses for operational phasing. When 
complete, cc»t estimates prepared during master plan- 
ning will cither validate or challenge the original 
CARES strategic decisions. For example, if CARES 
called for use of renovated space for a relocated 
program and a more comprehensive examination indi- 
cates that rhe selected option is impractical, different 
options must be considered to achieve the desired 
results. 

Masrer planning will also provide rhe mechanism for 
VA to addrc.ss the three critical programs that were 
omitted for the CARES study. For long-term care, 
severe mental illness, and domiciliary' care VA will need 
to accomplish both program and facility planning. 
Because these arc significant programs, the impact of 
their incorporation in the planning process vviil be 
substantial. 

Two other components of facility management were 
omitted from CARES: plaruiing for historic structures 
and planning for existing vacant space on VA 
campuses. These must be addressed in a timely 
manner. 

Master planning must follow immediately after 
CARES in order to efficiently implement necessary 
construction, to prepare accurate budgets, and to vali- 
date the original strategic planning decisions. VA 
should already have developed a masrer planning 
program as recommended in The Independent Budget 
for Fiscal Tear 2004. The consequences of electing to 
bypass this critical step are already evident in VISN 12, 
where Chicago Lakeside demolition is currently sched- 
uled to precede, rather than follow, Westside construc- 
tion. Facility masrer planning should be fimdcd and 
implemented immediately. 


Rrcomiiiaida tions: 


Congress must appropriate $100 million for medical 
center master plans in the FY 2005 construction 
budget. 


93 


CARES ISSUES 



CARES ISSUES 


153 


INDEPENDENT BUDGET • FISCAL YEAR 2005 


The tacilit)' master plans should address the long-term 
care, severe mental illness, and domidliar\’ care 
programs that were incxplicablv omitted from the 
CARES study. Facility master plans should also 
address liistoric properties and vacant space. 

VA must quickly develop a format for these master 
plans so there is standardization throughout the 


sv'stcm, even though the planning work will be 
performed in each VISN by local contractors. The 
format should be tested in a pilot project. 

Each VA medical center should initiate their procure- 
ment process immediarch’ so that they arc read)’ to 
proceed after CARES is completed and adopted. 


▼ ▼ T 

Coordinate Planning and Design Time Frames in 
Order to Efficiently Manage Construction: 

must depelop rea^stic and compatdjle time frames jbr use in CARES, 
frtciUty master platmittg, and individual project development. 


Based on historical data, the VA project development 
process for design and constniction takes from 8 to 10 
wars, measured from design initiation to building occu- 
panc)’. The length of the process cannot be ignored in 
evaluating current CARES planning initiatives. The 
inherent contradiction is that a rather short, ly-wor 
long-range planning process is coupled to a long, 10- 
year implementation process. The current projea time- 
line docs not include the critical new master planning 
step. Furthermore, many CARES-gencrated projects 
will require more complex construction phasing and 
private-sector real estate transactions. Therefore imple- 
mentation of CARES projects will take longer than 
current projects — CA'en if funding were immediately 
available, This reality has ramifications for CARES 
planning because it impacts its implementation. 

The medical center miurer planning process will add at 
least one year to the current project development 
process. Even if master planning were initiated for 
every medical center immediately after CARES was 
adopted, building occup;uiq’ of the first CARES proj- 
ect would be more than a decade later. As a practical 
matter, the assumption must be that the majority ot 
the CARES projects will not be completed by 2020, 
the second CARES planning target date. Vcr\' few 
projects w’ill be completed b)’ 2012, the “bump” year 
and the first CARES target date. 

Recognition of these time frames means that CARES 
plans must be viewed in a different light. For example, 


the higher demand for veterans’ serv'ices that are 
projected for 2012 (the “bump”) must be addressed by 
nonconsmtction alternatives. There is simply not suffi- 
cient time to construct new facilities to meet the fore- 
cast need. VA should therefore begin to address this 
responsibiliry’ immediately by means of operational 
adjustments. 

In order to efficiently manage its assets and construc- 
tion, VA must develop realistic and coordinated cycles 
for medical planning, facility planning, and project 
design. Statistical data gathering, for example, should 
be conducted annually Now that planning tools have 
been adopted for CARES, the same data should be 
evaluated and updated annually. This will allow VA to 
monitor previous planning projections. Was the 
CARES demand forecast for future .services accurate? 
If not, why not? This analysis will also allow VA to 
conduct future long-range planning more easily, more 
inexpensively, and more accurately. Comprehensiw 
medical planning (like CARES) should be conducted 
on a lO-war cycle but reviewed and updated annually. 

Facilitv master planning should be conducted on the 
same cycle as comprehensive medical planning, but it 
should be updated every 3 years to reflect ongoing 
changes in demand for services and in philosophy of 
care. VA should make ever)' effort to reduce the length 
of the design and construction process so rhar ncw’ly 
completed facilities reflect the most current planning 
data, die most advanced medical technologies, and the 
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newest models for patient care. Medical advances 
occur at much too swift a pace to be compatil^ widi a 
long and inflexible design and construction process. 


liccoiuiiicndations: 


VA must develop nonconsrruction altcrnarives to 
enable it to meet the projected increased demand for 
veterans’ health-care services in the \'car 2012. 


VA should conduct both medical program and facilit}' 
master planning on a regular cycle that is appropriate 
few each aaivirv'. 

Congress must appropriate sufficient construction 
funding each year so that there is steady implementa- 
rion of planning inidacives. 


T ▼ T 

Uses for CARES Statistical Data in Facility Management and Budgeting: 

VA and Cm,gms should make juU use tf the data produced by the CARES initiative. 


The CARES pmcess has produced extensive new data 
that is potentially meftil to Congress and VA, regard- 
less of full acceptance or implementation of the entire 
study. Even if there is disagreement on the planning 
assumptions, one category of CARES data paints a 
clear picture of VA facilities as they exist today. This 
category is “cxisdng space deficiencies.” 

CARES provides a statistical analysis of the VA 
system’s current deficiencies in ftmcdonal space that is 
available to support the medical services that are 
currently delivered. By the application of established 
planning algorithms, the current space requirements 
have been mathematically computed for every 
program except long-term care, severe mental illness, 
and domiciliary. This computation establishes an 
objeedve benchmark that is compared to existing space 
inventories. These inventories are available on a 
program-by-program basis for each medical center, for 
each VISN, and for the overall VA system. The mathe- 
matical difference between the benchmark and the 
inventory represents the deficiency. This dcficicncv' is 
the current need for new facilit)' construedon in order 
to provide quality medical care to toda)'’s veterans. 
Using this CARES data, a specific medical center, for 
example, can be identified as the “most deficient” in 
the VA system. By extension, this facility' is most in 
need of new construction. Specific medical programs 
can also be compared on a similar basis. 


This data idendfies the current need for new space and 
therefore establishes the magnitude of construction 
that is necessary' to adequately address today’s veterans’ 
needs. This data will also allow prioritization of 
construction funding, based on a variety of different 
criteria, including geographic regions or medical 
programs. This data is based on completely objective 
measurements, not based on any assumptions regard- 
ing future needs. 

The CARES data category' that is based on assump- 
tions is “projected space deficiencies.” These projec- 
tions are based on various planning assumptions 
regarding veteran eligibility, populadon demographics, 
and future military actions. Actuarial data is used to 
project these future demands for veterans’ health-care 
services. Because of these fundamental assumptions 
and unforeseeable medical advances, these space 
projeaions arc based on much less solid information 
than existing space deficiencies. These projections 
must be considered, however, because VA must plan to 
the best of their abilities for future needs. Long-range 
planning is particularly critical for an efficient 
construction program because the implementation 
process is so long. Future projections can also be used 
to project the future need for construction and as a 
basis for resource allocation. 
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rude of future construction budgets and provide a 
rational basis to allocate these resources. Ailocarions, 
for example, could be made to address the greatest 
current space deficiencies. Altemativeiy, funding cmild 
be prioritized to offset the greatest projected space 
needs. Funding could also be adjusted to emphasize 
one medical program over another. Data of this tj'pe 
should have been available for decades for Ixith 
management and os’ersight purposes. 

With tlie new CARES data, better systemwide facUitV' 
and medical management will now be possible. 
CiARES data should therefore be periodically updated 
in order to verifv the accuracy of the underlying 
assumptions and make the necessary adjustments to 
the facility and operational plans. Similar statistical 
data should be generated and maintained for the three 
missing programs (long-term care, severe mental 
illness, and domiciliaiy). 


Rccojiuiicndations: 


VA should generate similar statistical data for long- 
term care, severe mental illness, and domiciliary’. 

VA should use CARES data to establish the magni- 
tude of construction that is required to address current 
space deficiencies. 

VA should use CARES data to identify future space 
deficiencies and initiate construction now to meet 
future needs. 

VA should use the deficiencies data to establish current 
and future construction budgets and to allocate these 
resources among the various medical centers and 
medical programs. 

VA should pcriodicalh' update the CARES data as an 
imp<Mtant tool for svstemwide planning and manage- 
ment. 


T T ▼ 

What Should Follow CARES? 

VA must immediately undertake certain actmties m orrfer ft? secure the potential benefits of CARES, 


The CARES long-range planning study has been 
completed, and it is certainly time to initiate a major 
constraction program to enhance VA’s medical facili- 
ties. The CARES study has attempted to project the 
future demand for services and identify what types of 
patient programs will be needed. In addition, CARES 
has proposed a realignment of existing assets to best 
meet these needs. During the past few years, construc- 
tion funding has been virtually frozen pending the 
outcome of CARES. This severe funding reduction 
has been detrimental to the maintenance of VA's capi- 
tal assets and has allowed atrophy in the construcrioit 
management program. It is now time to ramp up 
construction in order to meet the s^tem's current and 
future needs. This expanded construction program 
needs to be implemented in an efficient and deliberate 
manner. 


In order to initiate a new era of expanded medical 
facility' construction, VA must establish a national 
program of facility master planning that describes, in 
derail, the most efficient means of implementing the 
medical program planning that was agreed to in the 
CARES study. In addition, VA needs to establish an 
ongoing national planning program that collects, 
maintains, and evaluates critical statistical data. The 
new planning program should monitor CARES 
projeaions and adjust the conclusions, as necessary', as 
fiinire events unfold. New statistical data for the three 
medical programs (long-term care, severe mental 
health, and domiciliary’) that yvere onutted from 
CARES should be added as quickly as possible. 

VA must coordinate its planning, construction, and 
management responsibilities. Appropriate cycles for 
planning activities need to be established and imple- 
mented. Management mechanisms need to be estab- 
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lished to collect and evaluate planning data. Inaccurate 
planning forecasts cannot be allowed to continue 
uncortecred, as was the case with MEDIPP in die latt 
1990s. Better long-range planning also needs to be 
coupled with shorter design and construction time 
frames in order to deliver a better product in a more 
efficient manner. 

Several aspects of the facility ins’enton' management 
were not addressed in CARES. These include the 
historic properties chat VA owns and the vacant space 
that exists at many medical centers. Comprchensiw 
solutions for these management issues need to be 
developed, approved, and implemented. 


Bsconimcndn thus: 


VA construction should be expanded in order to meet 
the s)’stem’s airrcnt and projected space needs. 

VA must initiate new programs for facilirv master 
plannijig based on die CARES recommendations. 

VA must maintain and anah'zc new planning data and 
sCFcamiine the current design and construction process. 

VA must develop programs to address hi.storic proper- 
ties and vacant space. 


▼ T T 
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The rehtionship between veterans, disabled veterans, and work is vital to public policy in 
todaj'^s environment. People with disabilities, including disabled veterans, often encounter 
barriers to their entry' or re-entry into the workforce and lack acconimodadons on the job; 
many have difficulty obtaining appropriate training, education, and job skills. These difficul- 
ties in turn contribute to low labor force participation rates and high levels of reliance on 
public benefits. At present funding levels our public eligibility and entitlement programs 
cannot keep pace with the tesuldi^ demand for benefits. 

In recent years there has been an increased reliance on licensing and certificadon as a primarj' 
form of competency' recognition in many career fields. TTais emphasis on licensing and cerdfi- 
cation can present significant, unnecessary' barriers for transitioning military personnel seek- 
ing employment in the civilian workforce. These men and women receive cxccpdonai training 
in their paracular fields while on aedve duty yet in most cases these learned skills and trades 
are not recognized by ntMimilitary o^anizations. Efforts to enhance civilian awareness of the 
qualify and depth of military training should be made to eliminate licensing requirements and 
employment barriers. We are encouraged by the appointment of a new director and deputy 
director who have the opportunity' to take Vocational Rehabilitation and Employment in a 
new direction. 
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Vocational Rehabilitation and Employment Issues 

Services for Disabled X^terans Lacking: 

Mmy disabled veterans are not receiving suitable vocational rehabilitation and employment 
services required to provide a smooth transition into the w&rkfme. 


On Januan' 10, 2000, the Department of Vcteram 
Aft'airs changed the name of the Vocational Rchabilira- 
tion and Counseling Service (VR&C) to Vocational 
Rehabilitation and Employment Scrx'ice (VR&E). The 
purpose of the name change was to reenergize the 
focus of the organization's mission, preparing disabled 
veterans for suitable employment and providing inde- 
pendent living services to those veterans who are 
severely disabled and are unlikely to secure suitable 
2 employment at the time of their entr)' into independ- 
2 ent living. We applaud the Veterans Benefits Admijiis- 
< tration’s efforts and look forward to their continuing 
Q changes to improve delivers' of meaningful services to 

> disabled veterans. For too many years, and in spite of 

many individual successes, VR&E was the recipient of 

valid criticism. Many of these criticisms remain of 

concern, including the following: 

• Inadequate and sometimes nonexistent case 
management; 

• Outdated regulations, as well as policies and 
procedures manuals; 

• Long delays in the time taken to process 
applications; 

■ Lack of accountability for poor decision making — 
there needs to be consistency with flexibility and 
accountabilirt'; 

• inadequate vise of electronic information 
technology; 

• Failure to explore entrepreneurial opportunities 
for severely disabled veterans and other disabled 
veterans who are unable to obtain or retain 
employment or are suitable foe sclf-cmplot'ment; 

• Declaring veterans rehabilitated after training 
w'ithout ensuring that they achieve suitable 
employment; 

• Case loads too large; 


• VR&E’s Case Management Information Manage- 
ment System {Corporate WINRS is in need of 
updating and implementation); 

• Staff' shortages; 

• Need for collaboration with the Department of 
Labor and the Small Business Administration. 

We encourage VR&E to continue with its efforts to 
improve its services and to involve and seek recom- 
mendations from the IBVSOs and other stakeholders. 


llcconimnidatioiis: 


VBA must place a higher emphasis on complementing 
VR&E’s staffing requirements and needs. 

VR&E should continue its efforts to improve case 
management techniques and use state-of-the-art infor- 
mation teclinoiogy. 

VR&E should rewrite its operational policies and 
procedure manuals. 

General Counsel should expedite the promulgation of 
new regulations for VR&E. 

VR&E must place higher emphasis on academic train- 
ing, employment services and independent living serv- 
ices to achieve the goal of rehabilitation of severely 
disabled veterans. 

VR&E should develop plans and partnerships to 
enhance the availability' of entrepreneurial opportuni- 
ties for disabled veterans. 

VR&E should develop plans to continue follow-up of 
rehabilitated veterans for at least 2 years to ensure that 
rehabilitation is successful. 
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Unpaid Work Experience: 

For vocational nhabUitatioti clients, the unpaid work experience program should be expmtded 
to include work in tlx private and nonprofit sector 


For many vcars disabled veteran clients under voca* 
tional rehabilitation could participate in a program of 
unpaid work experience as part of their rehabilitation 
program with Federal Government agencies. Several 
years ago that authorin' was expanded to include state 
and local governments but not private- or not-for- 
profit-sector employers. 

In today’s labor market it is beneficial for those seeking 
career employment not only to be trained properK' but 
also to have some related work experience, either as an 
intern or volunteer or in some other capacity' The 


concept of unpaid %vork experience as part of a 
veteran’s training program is significant and should 
result in a hi^cr success rate of employment 
outcomes. 


Rccoinuicndn tioji : 


Congre^ should extend the authority for unpaid work 
experience to private-sector and not-for-profit-sector 
employers who are willing to develop such unpaid 
work experience opportunities consistent with the 
veterans’ training program. 


▼ ▼ ▼ 

Assistance Programs Inadequate: 

The Transition Assistoftce Fivpfram and Disabled Transition Assistance Program 
do not adequately serve setvicemembers. 


For several years the Depanment of Defense (DOD), 
the Department of Labor (DOL), and VA have been 
providing transition assistance workshops to separat- 
ing military personnel through the Transition Assis- 
tance Program (TAP) and the Disabled Transition 
Assistance Program (DTAP). These programs gener- 
ally comist of a three-day briefing on employment and 
related sut^ccts, as well as veterans’ benefits. 

DTAP, howewt; has been largely relegated to a session 
m which a representative from VA’s Vocational Rehab- 
ilitation and Employment Scrx'ice advises disabled 
veterans with potential eligibility about their rights 
and how the programs work. DTAP has been viewed 
as a “stand alone” program. Typically, a DTAP partici- 
pant docs not benefit from other transition services. 

The number of miUtary members being separated 
annually is still high (more than 200,000 as projected 
by the DOD) and could increase because of large 
numbers of soldiers leaving due to the current opera- 
tional tempo. The IBVSOs believe that TAP must 
continue to provide its important services. The Cotti- 


mission on Scrvicemembcrs and Veterans Transition 
Assistance has recommended the continuation of 
TAP/DTAP 

The IBVSOs arc concerned, as well, that too little is 
being done for trarwidoning disabled veterans. 


llt'caiijiiiniiintioiis: 


Congress should pass legisbtion ensuring the eligibil- 
ity of all disabled veterans on a priority basis for ail 
federally funded employment and training programs. 

The DOD should ensure that separating scrviccmcm- 
bers with disabilities receive all of the services provided 
under TAP as well as the separate DTAP session by 
VR&E. 

Congress has authorized the provision of TAP serv'ices 
to separating scr\'iccmcmbcrs 1 year prior to dischaige 
and for military' retirees up to 2 years prior to 
discharge. In the event that notification of separation 
or retirement occurs less than that authorized, transi- 
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tion services should begin as soon as possible follow- 
ing notification. 

Whenever practical, the DOD should make presepara- 
tion comiseling available for members being separated 


prior to completion of their first 180 days of active 
dut}', unless separation is due to a service-connected 
disabilit)' when these services are mandator)'. 


▼ T T 


m 

< Certification and Licensing of Transitioning Military Personnel: 

tti Civilian licensure and certification barriers joeing transitioning military members must be reduced. 


Z In recent years there has been an increased reliance on 
2 licensure and certification as a primar)' form of compe- 
< tency recognition. The public, professional associa- 
Q tions, employers, and the Government have turned to 
> credentialing to regulate entry into cmplov'mcnt and to 
promote safet)', professionalism, and career growth. 
Hundreds of professional and trade associations 
currently oftcr certification in their fields, and there has 
been an increase in occupational regulation by states 
and the Federal Government. The trends suggest that 
in the 21sr centur)’ the interest in competency recogni- 
tion will accelerate. 

The emphasis on licensure and certification can present 
sigpificant barriers for transitioning milirary personnel 
seeking employment in the civilian workforce. Creden- 
tialing standards, such as education, training, and 
experience requirements, arc developed based on tradi- 
tional methods for obtaining compctenc)' in the civil- 
ian woriiforce. As a result, many transitioning military 
personnel who have received their career preparation 
through military service find it difficult to meet certifi- 
cation and licensing requirements due to the lack of 
civilian rccc^nition of milirary training and experience. 
For some, this inability to become credcntialcd bars 
entry into employment in their fields entirely. For 
others, the lack of credentials will make it difficult to 
compete with their civilian-scrtor peers for jobs. Those 
who arc able to obtain employment in their fields 


without the applicable credentials may face decreased 
earnings and limited promotion potential. 

Pilot programs have been inifiared in some states to 
provide credentialing to scrviccmembers in a limited 
number of fields. The IBVSOs believe that there are a 
number of factors that haw an impact on the abilin' of 
current and former militarv personnel to obtain civ'il- 
ian credentials. Many civilian credentialing boards do 
not have adequate knowledge of and do not give 
pre^r recognition to militan,' training and experience. 
The lack of clarity regarding the procedures for 
exchange of transcripts between miiitarv' and civilian 
credentialing boards creates undue barriers for military 
personnel. 

The IBVSOs believe the DOD must assist members 
preparing to transition from active duty to civilian jobs 
through the proper dissemination of information. The 
DOD must maintain inwlvcment with the certifying 
organizations and coordinate efforts among Federal 
agencies and private indusrrv'. 


Rrcouiuicndntiou: 


Armed Forces training schools need to pay greater 
attention to the activities and requirements of civilian 
credentialing agencies. 


T ▼ ▼ 
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Performance Standards: 

Perjbrmofice standards in the 'Wtemns Employment and Thtinhig Service system are inconsistent and inadequate. 


Within the Veterans EmplotTnent and Training Service 
(VETS) s^'stem there are currently no performance 
standards that can be used to compare one state to 
another or even office to office within a state. Even 
where such benchmarks have been produced, the 
VETS headquarters and regional administrarore have 
almost no authority to reward a good job or impose 
sanctions for poor performance. Given the limits of 
state civil service systems, some State Emplo^'mcnt 
Security Agcnq' (SESA) administrators have a similar 
difficulty in holding local managers accountable for 
performance. The only real tools VETS possesses is 
the staff memfcwrs’ own powere of moral suasion and 
personal reiationsliips they mav have developed. 

The only real authority is the seldom-used power to 
recapture funds when a state has acted in a way 
contrari' to law. The power to declare a state out of 
compliance can be likened to the power to declare 
nuclear war; Everyone is afraid to use it because it 
might well destroy cverj'thing. For several years many 
have seen a need for some sort of standards for both 
Disabled Veterans’ Outreach Program (DVOP)/Local 
Veterans’ Employment Representative Program 
(EVER) staff and for the SESAs as an endry. The prob- 
lem has always been both a technical one, how to 
dewlop national standards and for what purpose, and 
a political one, the states have viewed even the mini- 
mal standards of behavior ciurently in place as consti- 
tuting intrusive interference from Washington. 
Current standands compare services to nonvctcrans 
and veterans — a state need only do a little better for 
veterans than for nonvctcrans. If it places 3% of its 


nonvctcran applicants, the state need onlv place 4% of 
its veteran applicants to be in compliance. 

This certainly conflicts with Congressional intent and 
purpose as expressed in title 38 U.S.C. § 4102: 

The Congress declares as its intent and purpose 
that there shall be an effectiw Job and Jc^ Train- 
ing Counseling Serv'ice Program, Emplo)Tnent 
Placement Service Program, and Job Training 
Placement Service I^X)gram for eligibk veterans so 
as to provide such vaicrans and perscHis the maxi- 
mum employment and training oppomuiides. 


Rccoiiniicudatious: 


VETS must complete development of meaningful 
performance standards and reward states that exceed 
the standards b)' providing additional funding. 

Public Law 107-288, the Jobs for Veterans Act, 
authorizes VETS, through its grants to states, to 
provide cash and other incentives to individuals who 
arc most effective in assisting veterans, particularly 
those with barriers to employment, find work. This 
recognition is only for individuals and not entities. 
Congress should amend this law so that such entities 
as Career One-Stops who do a good job for veterans 
can be recognized. 

Congress should consider the feasibility and pracricaiity 
of alternative means of delivering employment services 
for veterans, such as a competiti\'c bidding process. 


T ▼ T 
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Training institute Inadequately Funded: 

The National Veteram ThUnin^! Institute lacks adequate funding to properly administer 
its traininj! program, winch are unavailable elsewhere. 


The Nariona! Veterans Training Institute (NVTI) w:k 
established in 1986 and authorized in 1988 bf\' 
RL. 100-323. NVn is administered by staff frc«n tlK 
Department of Labor/VETS through a contract 
curreiitlv with the Universiu' of Colorado at Denver. 
NVTI trains Federal and stare cmplovccs and 
managers who provide direct emplo\'mcnr and train- 
ing services to veterans and ser\’iccmcmbers. The 
NVn curriculum ofters courses for staff of the DVOP 
and TVER programs in core professional skills, 
marketing and accessing the media, case man^^emenr, 
vocational rehabilitation and counseling program 
support, and facilitation of Transition Assistance 
Program (TAP) workshops. 

Training offered to VETS staff' includes a basic course 
on the Uniformed Semces Employment and Rccm- 
plovment Rights Art (USERRA), enacted in October 


1994; a new investigative tecluiiques course; a qualin,’ 
management course; and a grants management course. 

NVn offers DOD employees TAP management train- 
ing, through reimbursable agreements under the 
Economy Act (at actual cost of training). NVTI also 
ofters a Resource and Technical Assistance Center, a 
support center, and repository for training and 
resource information related to veterans programs, 
projects, and activirics. 


Rcconiincudntioii : 


Congress must fund NVTI at an adequate level to 
ensure training is continued and expanded to state and 
Federal personnel who provide direct emploj-mcnt and 
training services to \ercrans and scrviccmembcrs in an 
ever-changing environment. 


▼ TV 

Program Reassessment: 

Leadership is needed on a comprehensive reassessment of veterans’ employment and training program. 


This reassessment must involve all veterans and other 
stakeholders, as well as congressional oversight. The 
Senate or House Veterans’ AlTairs Committee should 
take the lead to involve veterans scr\'icc organizations; 
the National Association of State Workforce Agencies; 
veteran-based organizations, such as the National 
Coalition of Homeless Veterans (NCHV) and the 
Office of the Assistant Sccretar}' for Veterans Employ- 
ment and Training (OASVET); and possibly the Inter- 
national Association of Personnel Employment 
Services (lAPES) Veterans’ Committee in discussing 
these matters of standards and accountability for 
\ eierans’ employment programs. These issues include 
accountability at even' level, backed up by. 

• Sigiiific;int incentives and reasonable sancrions, and 

• The selective use of competition to eresure 
performance. 


A meeting to discuss a more effective basis for deliver- 
ing employment and training services to veterans 
should take place at an early date. The need is to secure 
the best ideas of veterans and the various stakeholders, 
solicit their support of general concepts, forge 
common ground for modifications to the law, and 
ensure early and effective compliance should such 
changes to the law be authorized and the funding 
appropriated. The de facto dcwlution of the SESAs is 
proceeding at an accelerating rate. The enactment of 
the Workibree Investment Act of 1998 is accentuating 
this trend. 

Someone must take the lead, and the IBVSOs recom- 
mend it be the House or Senate Veterans’ Affairs 
Committee. The progressi\’e movement toward one- 
stops does not make the traditional way of delivering 
employment services to veterans a viable alternative. 
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Veterans continue to rccci^’e far less rhaji a propottion- 
ate amount of the primary |ob Training Partnership 
resources (Title ilA and Title III), and there are wnu- 
aily no veteran-specific projects funded by this $2.3 
billion resource at the state or local level. 

Unless there is a paradigm shift, there will likely he 
reductions in force of DVOP specialists and LVERs 
and a further erosion of the buying power of each 
dollar appropriated for the programs administered 
through VETS. To do nothing is tantamount to wait- 
ing for the sv'stem operation to become increasing!)' 
problematic, contentious, and even less cftcctiw. Some 
have suggested that trying to keep evea'thing the way 
it was is irresponsible in light of the dramatically 
changed realities. 


Ri'connncndations: 


The House or Senate Veterans’ Affairs Committees 
^ould conduct oversight to assure full implementation 
crf’PL. 107-288 to ensure the President’s National Hire 
Veterans Committee fulfills it purpc»es of: 

• Raising cmplover awareness of the advantages of 
hiring separating serviccmcmbcrs and recently 
separated veterans; 

• Facjlitaring the employment of separating service- 
members and veterans through America's Career 
Kit, the national elearonic labor exchange; and 

• Directing and coordinating departmental, state, 
and local marketing initiatives. 

Congress should provide the DOL adequate funding 
to enforce Uniformed Scrv’iccs Employment and 
Reemployment Rights Act, EL. 103-353. 


▼ T T 
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Gemetety 

Administration 


The National Cemeten' Administration (NCA) has as its mission: “To honor veterans with a 
final resting place and lasting memorials that commemorate their senicc to oiir Nation.” 

Building on a proud and compassionate history beginning in the Gvil War, the administration 
of NCA cemeteries continues to contribute every' day to that mission. 

Through a sj^tem of 120 national cemeteries in 39 states, the District of Columbia, and 
Puerto Rico, as well as 34 soldiers’ lots and monument sites, The NCA maintains more than 
2.6 million gravesites m approximately 14,000 acres of cemetery land while providing nearly 
90,000 interments annually. 

A new cemetery in Oklahoma, Fort Sill National Cemetery, was scheduled for completion and 
dedication in late 2003. Since November 2001, the facility’ has operated a fast-track section 
that pennits interments, with dignity and reverence, prior to final completion of all construc- 
tion activities. In addition, continued progress is anticipated on cemetery development in 
Atlanta, Miami, Pittsburgh, Detroit, and Sacramento. 

In November 2003, the President signed into law H.R. 1516 (P.L. 108-109), the National 
Cemetety' Expansion Act, to authorize the Department of Veterans Affairs to continue devel- 
oping new cemeteries in areas not currently scrx’ed by either a national veterans' cemeterj' or a 
state veterans’ cemetery. These areas include development of six new national cemeteries in 
Philadelphia, Pennsylvania; Birmingham, Alabama; Jacksonville, Florida; Bakersfield, Califor- 
nia; Greenville, South Carolina; and Sarasota County, Florida. 

The development of these new national cemeteries will provide burial options for veterans, 
spouses, and dependents. Clearly, the rapid aging of the current veteran population has placed 
great demands on NCA operations and available burial space. Nearly 655,000 veteran deaths 
are estimated in 2005 with the death rate peaking at 690,000 in 2009; of these, it is expected 
that 109,000 will seek burial in a national cemetety’. As veteran deaths accelerate, it is obvious 
the demand for veterans' burial benefits will increase. 
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It is important to note that the staffing needs of tlK NCA have become more critical as the voinme and intensin’ 
of cemeter\' operations have increased. While the The Jndependetit Budget veterans service ot^anizarions (IBVSOs) 
support efforts to increase efficienc)’ of operations, it is ^sentiai to remind decisionmakers that much of the NCA 
work is labor-intensive, requiring a fully staffed and fully equipped workforce. 

The increased burial rate with its resulting demand on support services necessitates an appropriate budgetars' 
increase for the NCA. TJic Independent Budget jbr Fiscal Tear 2005 recommends an operations budget of S175 
million for NCA to meet the increasing demands of incemients, gravesitc maintenance, and other areas of ceme- 
rcr\' operations. 


NCA ACCOUNT 

Although the NCA has bcjicfited from marginal increases to its appropriations over the past 3 years, prior years of 
successive restrained budgets have made it impossible to address long-term field management and operational 
needs of the s\’stem. Shortfalls have forced the s^'srem to address onJv rhe highest priorit)' projects while backlog- 
ging important preventive maintenance and infrastructure repairs. 

Resources must keep pace as the workload continues to grow due co increasing demands of interments, gravesite 
maintenaiicc, repairs, upkeep, and related labor-intensive requirements of cemerert' operations. In addition, VA is 
scheduled to open new cemeteries in Atlanta, Oklahoma Qn; Pirtsburgh, Detroit, Miami, and Sacramento. Also, 
under P.L. 108-109, VA is directed to design and construct cemeteries at sLx new national locations in Philadel- 
phia, Pennsylvania; Birmingham, Alabama; Jacksonville, Florida; Bakersfield, California; Greenville, South 
Carolina; and Sarasota Count)', Florida. These requirements combined with dramatic increases in the interment 
rate necessitate increases in funding if the NCA is to carra’ out its starutor)’ mandates. 

The report in Volume 2 of the Study on Impropemenn to Uterans Cemeteries, submirred in 2002 by VA to Congress 
as directed under tlie Veterans Millennium Health Care and Benefits Act (PL. 106-1 1 7), identifies more than 900 
projects for gravesitc renovation, repair, upgrade, and maintenance. According to the study, these project recom- 
mendations were made on the basis of the c.xisting condition of each cemeter)’. A major contributing factor in 
these project repair recommendations is the accumulation of unconected past deficiencies. 

As reported in Wume 3 of rhe Study on Improvements to Vitcrans Cetneteries, many of the individual cemeteries 
within the system are steeped in history. The monuments, markers, grounds, and related memorial tributes repre- 
sent the histors' and very foundation of our country'. This volume serves as a planning presentation of the scope of 
work required to help scr national standards to improve the appearance of NCA cemeteries and guide the applica- 
tion of future resources. 

In this regard, the IBVSOs recommend that Congress fund the National Cemetery' Administration operating 
account at S175 million for fiscal year 2005, $31 million more than last year’s recommendation. The increase 
results mainly from a response to needs outlined in the Study on Improvements to Uterans Cemeteries, the growing 
costs of administrative expenses due to increased workload, addition of new cemeteries, genera! inflation, and 
wage increases. 
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Four years after Congress declared that national cemeteries should be awe-inspiring shrines to veterans, the NCA 
should be provided the funding necessary' to remove decades of blemishes and scars from these honored groimds 
across the Coiuitiy'. 

A fundamental part of the operations budget b the maintenance and enhancement of the groimds and memorials. 
Improving the appearance of our national cemeteries embraces the achievement of those interred. It allows lasi- 
tors to see the evidence of our Nation’s gratitude for those buried there and what they did. Problems and deficien- 
cies in tills regard arc clearly identified in the Stutfy m JmprovcHunts to Mtcraus Cmetcries, a comprehensive report 
about the conditions of each cemctcri', submitted to Congress by' VAin 2002. 

In addition to the management of national cemeteries, the NCA has responsibility for the Memorial Program 
Service and the State Ccmcreiy' Grants Program (SCGP). 

The Memorial Programs Sen’icc provides lasting memorials for the graves of eligible veterans and honors their 
service through Presidential Memorial Certificates. Public Law 107-103 and P.L. 107-330 allow for a headstone 
or marker tor the graves of veterans buried in private cemeteries, who died on or after September 11, 2001. Prior 
to this change the NCA could only provide this service only to chose buried in national or state cemeteries or to 
unmarked graves in private cemeteries. 

Under the Presidential Memorial Certificate program, the award of a certificate signed bv the President is, in addi- 
tion to the provision of the United States flag, furnished bv VA to all veterans honorablv dischaigcd from milirary 
service or otherwise eligible for burial in a national cemcicry. 

Thc SCGP complements the NCA mission to establish gravesites for veterans in those areas where NCA cannot 
fiiliy respond to the burial needs of veterans. Several incentives arc in place to assist states in this effort. For exam- 
ple, the NCA can provide up to 100% of the development cost for an approved cemetery' project, including 
design, construction, and administration. In addition, new equipment, such as mowers and backhocs, can be 
provided for new cemeteries. 

The SCGP makes burial options more available, more accessible and more convenient. Since 1973, VA has more 
than doubled acreage ai'ailablc and accommodated more than a 100% increase in burials. 

To help provide reasonable access to burial options for veterans and their eligible family members, The IBVSOs 
recommend $37 million for the SCGP The availability' of this funding wiC help the NCA help states establish, 
expand, and improve state-owned veterans’ cemeteries. 


IB Recommended NCA FY 2005 Appropriation 
{Dollars in Thousands) 

FY 2005 RECOMMENDED APPROPRIATfON BY TYPE OF SERVICE 


Personnel Compensation $97,690 

Travel and Tran^ortation of Persons 3,944 

Rental Payments to GSA 1 , 1 00 

Communications, Utilities, and Miscellaneous Charges 8,349 

Other Services 42.31 3 

Supplies and Materials 9,303 

Equipment 12,301 

iB Recommended FY 2005 Appropriation $175,000 
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NCA ISSUES 

The National Cemeter\’ Administration is faced with a mirobcr of serious challenges. One of the most serious of 
these, described preriously, is the provision of adequate funding to meet increasing demands of inrermenrs, 
gra\'csite maintenance, repairs, upkeep, and related ItdxJr-intcnsivc requirements of cemeterj' operations. Another 
major challenge facing the NCA is to ensure that all national cemeteries arc maintained in a manner appropriate 
to their status as national shires and memorials of reverence. In addition, the State Cemeteries Grant Program 
faces the challenge of meeting a growing interest from states to provide burial ser\nces in areas that arc not 
currently served. Moreover, Congress faces the challenge of stemming the serious erosion in the value of burial 
allowance benefits. The IBVSOs have identified these issues as critical to ensuring world-class, quality service 
deliver)' from the NCA and integral to the memon’ of all xwerans who have served their Country honorably and 
faithfully. 


State Cemeteries Grant Program: 

Heightened interest in the SCGP restdts in stronger state participation and increased demands on the program. 


The SCGP provides funds to assist states in establish- 
ing, expanding, and improving state-owned cemeter- 
ies. The program has helped develop 52 operating 
cemeteries across the counm; which accounted for 
18,189 burials of veterans and their eligible family 
members in FY 2003, an increase of nearly 6% over 
tiae prior year. 

With the enactment of the Veterans Benefits Improve- 
ments Act of 1998, the state SCGP became instantly 
more attraaive to states by substantiall)' increasing tlw 
Federal share to 100% of allowable costs, including 
design, construction, and purchase of equipment for 
new cemeteries. 

In FY 2003 the State Cemetery Grants Program 
awarded $26.2 million. Over the past two years the 
program helped develop seven new cemeteries at 
Grand Junction, Colorado; Sierra Vista, Arizona; Fort 
Dodge, Kansas; Caribou, Maine; Bloomfield and Jack- 
sonville, Missouri; and Fort CampbeU (Hopkinsville), 
Kentucky. In addition, the program has on hand 32 
preapplications for $138 million and 3 pending 
awards for $14.7 million. 

During FY 2004 the IBVSOs anticipate fast-track 
openings at new cemeteries under construction; Boise, 
Idaho (the last state in the United States without a 
\'cterans cemeter)'); Wakccncy, Kansas (300 miles cast 
of Denver and west of Kansas Cir\' serving rural area 
in w'cstem Kansas); Winchendon, Massachuserts (scn.'- 
ing the densely populated northern part of the stare); 
and Suffolk, Virginia (serving 200,000 veterans in the 
Tidewater area). 


The intent of the SCGP is to develop a true comple- 
ment to, not a replacement for, our federal system of 
national cemeteries. With the enactment of the Veter- 
ans Benefits Improvements Act of 1998, the NCA has 
been able ro strengthen its partnership with states and 
increase burial service ro veterans, especially those 
living in less densely populated areas not currently 
served by a national cemetery. 

States remain, as before enactment of the Veterans 
Benefits Improvements Act of 1998, totally responsi- 
ble for operations and maintenance, including addi- 
tional equipment needs following the initial Federal 
purchase of equipment. The program allows states, in 
concert with the NCA, to plan, design, and construct 
top-notch, first-class, quality cemeteries to honor 
veterans. 


Rfcmiinicndatwiis: 


Congress should fund the SCGP at a level of $37 
million and encourage continued state participation in 
the program. 

Congress should recognize the increased program 
interest by the states and provide adequate funding to 
meet planning, design, construction, and equipment 
expenses. 

The NCA should continue to effectively marker the 
SCGP. 
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Veterans' Burial Benefits: 

Utermis’ familus do not naive adequate ^nend benefits. 


A PricewatcrhouscCoopers stud); submitted to VA in 
December 2000, indicates serious crasion in the value 
of burial allowance benefits. While these benefits were 
never intended to cover the full costs of burial, they 
now' pay for only a fraction of what they covered in 
1973, w'hcn the Federal Government first started 
paying burial benefits for our V'ctcrans. 

In the 107th Congress, the plot allowance, limited to 
wartime veterans, was increased for the first time in 
more than 28 years to S300 from $150, approximately 
6% of funeral costs. The IBVSOs recommend increas- 
ing the plot allowance from $300 to $725, an amount 
proponionally equal to the benefit paid in 1973, and 
expanding the eligibility for the plot allowance to all 
veterans who would be eligible for burial in a national 
cemetery not just those who served during w'artimc. 

Also in the last Congress, the allowance for service- 
connected deaths was increased $500 to $2,000. Prior 
to this adjustment, the allowance had been untouched 
since 1988. Clearly, it is time this allowance was raised 
to make a more meaningful contribution to the costs 
of burial for our veterans. The IBVSOs recommend 
increasing the service-connected benefit from $2,000 
to $4,000, bringing it back up to its original propor- 
tionate Icwl of burial costs. 


The nonservice-connected benefit w'as last adjusted in 
1978, and today it covers just 6% of funeral costs. We 
recommend increasing the nonscr\'icc-conncctcd bene- 
fit from $300 to $1,225, bringing it back up to the 
original 22% level. 

Finally the IBVSOs recognize the need to adjust burial 
benefits for inflation annually to maintain the value of 
these important benefits. 


lii'caiuniaidnlioiiy: 


Congress should increase plot aUowance from $300 to 
$725 and expand the cligibiliu' for the plot aUow^ance 
for ail veterans who would be eligible for burial in a 
national cemetery, not just those who sen'cd during 
wartime. 

Congress should increase the service-connected benefit 
from $2,000 to $4,000. 

Congress should increase the nonscrvicc-connecrcd 
benefit from $300 to $1,225. 

Congress shoitld cnaa legislation to adjust these burial 
benefits for inflation annually, 


T T T 


Strateqfc Planning and Performance Goals 

The strate^c planning process jbr the National Cemetery Administration requins meetirig the increadng 
demands Jbr burials and maintaining esdsdng cemeteries to high standards. 


Hie Veterans Millennium Heath Care and Benefits Act 
(PL. 106-117) required VA to contract for an assess- 
ment of the current and future burial needs of our 
Nation’s veterans. An independent study, titled An 
Independent Study on Improvements to Mterans Cemeter- 
ies, was submitted to Congress in 2002. Three volumes 
comprise the study: Future Burial Needs, National 
Shrine Commitment, and Cemetery Standards of Appear- 
ance. In whole, the completed study would help form 


the platform for adopting further improvements to 
veterans cemeteries. 

Wume I: Future Burial Needs identifies those areas in 
the United States with the greatest concentration of 
veterans whose burial needs arc not served by a 
national <remcter)' According to the report, current and 
planned cemeteries under the NCA fiscal year 2000 
strategic plan, which nins through 2006, w'ill sert'icc 
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mosr large population centers. However, the report 
states that an addition.\l 22 cemeteries will be required 
to ensure that 90% of veterans live within 75 mifcs of a 
national cemeterv. 

The IBVSOs encourage Congress and the Administra- 
tion to carefullv consider the report's findings in 
aciiieving burial service objectives. The amh'sis 
provides useful guidelines to continue a strong state 
grant program, to expand existing cemeteries wherever 
appropriate, and to build new national cemeteries at or 
near densely populated areas of veterans. Without the 
strong commitment of Congress and its authorizing 
and appropriations committees, VA would likely fall 
short of burial space for millions of reterans and their 
eligible dependents. 

Volume 2: National Shrine Commitment provides a 
systemwide comprehensive review of the condititMis at 
119 national cemeteries. Vblume 2 identifies 928 proj- 
ects across the country for gra\'csite renovation, repair, 
upgrade, and maintenance. According to the study, 
these project recommendations were made on the basis 
of the existing condition of each ccnietcr)', after raking 
into account the cemetery’s age, its burial activity, 
burial options, and maintenance programs. The total 
estimated cost of completing these projects is nearly 
S280 million, according to the study. 

Hie IBVSOs agree with this itssessmcnc and believe 
that Congress needs to address the condition of NCA 
cemeteries and ensure they remain respectful senings 
for deceased veterans and visitors. The operations 
budget and minor construction budget recommended 
by The Independent Budget contain funding to begin 
these projects based on the sev'eriw of the problems. 

Wume 3: Cemetery Standards of Appearance is a careful 
presentation of the scope of work required to elevate 
existing national cemeteries as national shrines. Wume 
3 serves as a planning too! to re\new and refine overall 
operations in order to express the appreciation and 
respect of a grateful Nation for the service and sacrifice 
of military veterans. 

Wume 3 describes one of the most important elements 
of veterans’ cemeteries — namely, to honor the mcmor\' 
of America’s brave men and women who scrs'cd in the 
Armed Forces, “The commitment of the natiem,” the 
report finds, “as expressed by law, is to create and 


maintain national shrines, transcending the pro\isions 
of benefits to the individual .'’ 

The IBVSOs agree with this assessment. The purpose 
of these cemeteries as national shrines is one of the 
NCA’s top priorities. Manv of the individual cemeter- 
ies within the system are steeped in history: The 
monuments, markers, grounds, and related memorial 
tributes represent the ver\' foundation of the United 
States. With this understanding, the groimds, includ- 
ing monuments and individual sites of interment, 
represent a national treasure that deserves to be 
protected and nurtured. 

Indeed, Congress formally recognized veterans ceme- 
teries as national shrines in 1973 stating, “AM national 
and other veterans cemeteries. ..shall be considered 
national shrines os a tribute to our gaManr dead.” (P.L. 
93-43). 

In this vein, the IBVSOs call on the Administration 
and Congress to provide the resources required to 
meet the critical nature of the NCA mission and fulfill 
the Nation’s commitment to all veterans who have 
served their Country honorably and faithfully. The 
current and future needs of NCA require continued 
adequate funding to ensure chat the NCA remains a 
world-class, quality operation to honor veterans and 
recognize their contribution and service to the Nation. 

An Independent Study oft Improrements to Veterans 
Cemeteries presents valuable information and tools for 
the dcwlopment of a truly national veterans’ cemeterj' 
s^'stem. We recommend Congress give it close exami- 
nation because the suggestions it contains require 
Congressional and Administrative budgetary support. 

As we look forward to funding decisions for fiscal year 
2005, the IBVSOs await Congressional action on 
appropriating ftinds for constnaction of recommended 
cemeteries in areas already approved for new sires. 
Because the planning and construction horizons of 
new cemeteries can take up to 10 years or more, it is 
important that the svsrcm develop concrete plans to 
address the increased demand for burial benefits in 
subsequent fiscal years. 
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Jiccoiinnciifin tious: 


Congress and the Administration should use An Inde- 
pendent Stf4dy on Improvements to Veterans Cemeteries to 
help form the platform for adopting improvements to 
veterans cemeteries and for setting the course to meet 
increasing burial demand. 

Congress should make funds available to ensure the 
proper planning and fast-track construction of needed 


national cemeteries. Adequate funding must be 
assured to complete construction of additional 
national cemeteries in areas that remdn unserved. 

Ck>ngress and the Administration must find ways to 
C3q>and the useful life of currcnth' operating national 
cemeteries, build new cemeteries where appropriate, 
and encourage state grant program cemeteries as a 
means of providing service ro veterans. 


▼ ▼ ▼ 
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Mr. Fuller. What we do in the interest of time and also so we 
don’t repeat ourselves is that each organization takes a certain seg- 
ment of The Independent Budget to testify on, and for the past 18 
years, Paralyzed Veterans of America has worked on the health 
care portion. I will address my comments to that today. 

The Administration’s budget request for health care is a shocking 
one, providing once again a woefully inadequate funding level for 
sick and disabled veterans. Calling for only a $310 million increase 
in appropriated dollars is a mere 1.2 percent increase over fiscal 
year 2004. This is the smallest health care appropriation request 
of any Administration in nearly a decade. 

Indeed, the VA Under Secretary for Health testified just last 
year that the VA requires a 13 to 14 percent increase just to keep 
its head above water each year. Once again, we are faced by a re- 
quest that relies too heavily on budgetary gimmicks and accounting 
sleight-of-hand rather than on real dollars that veterans need. 

The Administration is again resurrecting its user fee and in- 
creased copayment schemes, proposals that were soundly rejected 
before and we hope they will be rejected again. Once again, we see 
unrealistic management efficiencies utilized to mask how truly in- 
adequate this budget is. 

For fiscal year 2005, The Independent Budget recommends a 
medical amount of $29.8 billion. This amount represents an in- 
crease of $3.2 billion over the amount provided in 2004. For med- 
ical and prosthetic research. The Independent Budget is recom- 
mending $460 million. This represents a $54 million increase over 
the 2004 amount. Sadly, the Administration has proposed cutting 
research grants alone by approximately $21 million, which is abso- 
lutely unprecedented in recent history. Accepting this level of fund- 
ing would set the research grant program back to fiscal year 1999 
levels. This also needs to be corrected. 

In closing, the VA health care system faces two chronic problems. 
The first is underfunding, which I have already outlined, and the 
second is a lack of consistent funding. The budget and appropria- 
tions process over the last number of years demonstrates conclu- 
sively how the VA labors under the uncertainty of not only know- 
ing how much money it is going to get, but more equally important, 
when it is going to get that money. No Secretary of Veterans’ Af- 
fairs, no VA hospital director, no doctor running an outpatient clin- 
ic knows how to plan and even provide care on a daily basis with- 
out the knowledge that the dollars needed to operate those pro- 
grams are going to be there when they need them. 

The only solution we can see is for this committee and the Con- 
gress as a whole to approve legislation removing VA health care 
from the discretionary side of the budget process and making an- 
nual VA budgets mandatory. The health care system can only oper- 
ate when it knows how much it is going to get and when it is going 
to get it. 

This concludes my testimony. I will be happy to answer any 
questions you may have. 

Chairman Specter. Thank you. Thank you very much, Mr. 
Fuller. Your full statements will all be made a part of the record 
and we will have a chance to review them in some detail and staff 
will analyze them. We appreciate this very impressive booklet. I 
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thought you would probably read it in 3 minutes, but you couldn’t 
do it. 

[Laughter.] 

[The prepared statement of Mr. Fuller follows:] 

Prepared Statement of Richard B. Fuller, National Legislative Director, 
Paralyzed Veterans of America 

Mr. Chairman and members of the Committee, as one of the four veterans serv- 
ices organizations publishing The Independent Budget, Paralyzed Veterans of Amer- 
ica (PVA) is pleased to present the views of The Independent Budget regarding the 
funding requirements for the Department of Veterans Affairs (VA) health care sys- 
tem for fiscal year 2005. 

This is the eighteenth year, PVA, along with AMVETS, Disabled American Vet- 
erans and Veterans of Foreign Wars have presented The Independent Budget, a pol- 
icy and budget document that represents the true funding needs of the Department 
of Veterans Affairs. The Independent Budget uses commonly accepted estimates of 
inflation, health care costs and health care demand to reach its recommended levels. 
This year, the document is endorsed by 32 veterans service organizations, and med- 
ical and health care advocacy groups. 

Mr. Chairman, we are becoming increasingly troubled by the delays in enacting 
VA appropriations. In fiscal year 2000, VA appropriations were not enacted until 
October 20th, in fiscal year 2001 October 27th, in fiscal year 2002 November 26th, 
in fiscal year 2003 February 20th, and this year, January 23rd. For the past 2 years 
alone, the VA health care system has had to struggle along at previous year’s inad- 
equate funding levels for nearly one-third of each year. This is unacceptable. These 
delays directly affect the health care received by veterans. This deplorable State fur- 
ther points to the importance of a mandatory funding mechanism for VA health 
care. But until that happens, we ask that this Congress move expeditiously to put 
the necessary funding levels in place by the start of fiscal year 2005. We also are 
disappointed in the practice of using rescissions as a budgetary mechanism in the 
omnibus spending bills that have become far too common. These cuts also have real 
consequences for veterans and their families. 

This year, as we did last year. The Independent Budget is presented in the tradi- 
tional account format. The VA is once again presenting its budget in the format it 
unveiled last year, a format that did not find wide acceptance. The House Appro- 
priations Committee has adopted its own format, a format adopted in the recently 
enacted Omnibus spending bill. Until this format dispute is settled, and until we 
have adequate data in which to analyze the VA health care system under whichever 
format is adopted, we will continue to utilize the traditional account structure. It 
can become confusing amid the din of competing dollar amounts based upon these 
different formats, but we ask you to compare oranges to oranges and to bear in 
mind that attractive numbers may not exactly match reality. 

The Administration’s budget request for health care is a shocking one, providing 
once again a woefully inadequate funding level for sick and disabled veterans. Call- 
ing for only a $310 million increase in appropriated dollars, a mere 1.2 percent in- 
crease over fiscal year 2004, this is the smallest health care appropriation request 
of any Administration in nearly a decade. Indeed, the VA Under Secretary for 
Health testified just last year that the VA requires a 13 to 14 percent increase just 
to keep its head above water. 

In addition, we once again are faced by a request that relies far too heavily on 
budgetary gimmicks and accounting sleight of hand rather than on real dollars that 
veterans need. The Administration is again resurrecting its enrollment fee and in- 
creased co-payment schemes, proposals soundly rejected by both the Senate and the 
House of Representatives. And once again we see unrealistic “management effi- 
ciencies” utilized to mask how truly inadequate this budget is. The VA must be ac- 
corded real dollars in order to care for real veterans. Shifting costs onto the back 
of other veterans is not the way to meet this Federal responsibility. Punitive co-pay- 
ments and charges are designed not so much to swell projected budget increases as 
they are to deter veterans from seeking their care at VA medical facilities. Imagine 
the effect of these additional costs on those who have no other choice but to get care 
at VA. We may indeed have the greatest health care system in the world, but if 
you cannot get in the door we might as well have the worst. 

Mr. Chairman, The Independent Budget makes a strong statement in opposition 
to co-payments. The Congress gave the Secretary of Veterans Affairs the authority 
to set and raise fees. What was once thought of as only an administrative function 
has now become, in times of tight budgets, an easy way to try and find the dollars 
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to fund health care for veterans. When appropriations are in short supply and de- 
mand for health care is high, co-pa 3 Tnents have become the new way to fund the 
VA out of the pockets of the veteran patient. 

For fiscal year 2005, The Independent Budget recommends a Medical Care amount 
of $29,791 billion. This figure does not include funds attributed to MCCF, which we 
believe should be used to augment a sufficient appropriated level of funding. This 
amount represents an increase of $3.2 billion over the amount provided in fiscal 
year 2004. 

The Independent Budget recommendation is a conservative one. The VA health 
care system, in order to fully meet all of its demands and to ameliorate the effects 
of chronic under-funding, could use many more dollars. The Independent Budget rec- 
ommendation provides for the impact of inflation on the provision of health care, 
and mandated salary increases of health care personnel. It provides resources to 
begin funding the VA’s critical fourth mission to back up the Department of Defense 
health care system. Make no mistake about it, the VA will be spending money to 
comply with its new responsibilities in this area, and if specific funding is not in- 
cluded, then these resources will have to come directly from dollars used to care for 
sick veterans. It provides increased prosthetics funding and long-term care funding, 
and provides enough resources, we believe, to enroll Priority 8 veterans. With the 
VA’s decision to cease enrolling Priority 8 veterans, undertaken only because of the 
lack of resources, we are losing an entire class of veterans, veterans who are an in- 
tegral part of the VA health care system. 

Of course, these recommendations are only estimates, and our crystal ball is often 
cloudy. Health care inflation may be higher, or lower than we have estimated. De- 
mand may increase, or decrease. The implications, as they pertain to VA health care 
funding estimates, of the 2-year grant of health care eligibility to recently dis- 
charged or released active duty personnel as provided in P.L. 105-363, are difficult 
to account for. But what we must account for, and provide for, are the necessary 
resources for the VA to meet its responsibilities, and this Nation’s responsibilities, 
to sick and disabled veterans. These resources must be provided in hard dollars, and 
not dollars magically realized out of the thin air of “management efficiencies” and 
other budgetary gimmicks. 

For Medical and Prosthetic research. The Independent Budget is recommending 
$460 million. This represents a $54 million increase over the fiscal year 2004 
amount. Sadly, the Administration has proposed cutting research by approximately 
$21 million. Accepting this level of $385 million would set the research grant pro- 
gram back 6 years to fiscal year 1999 funding levels. This program is a vital part 
of veterans’ health care, and an essential mission for our national health care sys- 
tem. We must provide additional dollars for VA research as we provide additional 
funding for our other national research endeavors. Over the course of 5 years, the 
budget for the National Institutes of Health was doubled. We should seek a similar 
commitment for VA research. 

In closing, the VA health care system faces two chronic problems. The first is 
underfunding which I have already outlined. The second is a lack of consistent fund- 
ing. 

The budget and appropriations process over the last number of years dem- 
onstrates conclusively how the VA labors under the uncertainty of not only how 
much money it is going to get, but, equally important, when it is going to get it. 
No Secretary of Veterans Affairs, no VA hospital director, and no doctor running 
an outpatient clinic knows how to plan and even provide care on a daily basis with- 
out the knowledge that the dollars needed to operate those programs are going to 
be available when they need them. 

Health care delayed is health care denied. If the health care system cannot get 
the funds it needs when it needs those funds the resulting situation only fuels ef- 
forts to deny more veterans health care and charge veterans even more for the 
health care they receive. 

The only solution we can see is for this Committee and the Congress as a whole 
to approve legislation removing VA health care from the discretionary side of the 
budget process and making annual VA budgets mandatory. The health care system 
can only operate properly when it knows how much it is going to get and when it 
is going to get it. 

We look forward to working with this Committee in order to begin the process 
of moving a bill through the Senate, and the House, as soon as possible. 

This concludes my testimony. I will be happy to answer any questions you may 
have. 

Chairman Specter. Our next witness is Mr. Rick Surratt, the 
Deputy National Legislative Director for the Disabled American 
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Veterans. Thank you for joining us, Mr. Surratt, and your full re- 
sume will be placed in the record. 

STATEMENT OF RICK SURRATT, DEPUTY NATIONAL 

LEGISLATIVE DIRECTOR, DISABLED AMERICAN VETERANS 

Mr. Surratt. Thank you, Mr. Chairman. On behalf of the DAV 
and The Independent Budget, I am pleased to present our views on 
the President’s fiscal year 2005 budget and to highlight our rec- 
ommendations for resources and program improvements. 

Other than a cost-of-living adjustment for compensation and re- 
instatement of the 1-year period for filing death pension claims, the 
President’s budget contains no positive recommendations for im- 
provements to the benefit programs. It does, however, include two 
objectionable recommendations to eliminate entitlement to benefits. 

It again requests the Congress eliminate entitlement to com- 
pensation for any portion of a service-connected disability attrib- 
utable to the effects of alcohol or drug abuse. Under current law, 
alcohol abuse, for example, is not itself a compensable disability. 
However, when it is a secondary product and part and parcel of the 
manifestations of a service-connected psychiatric disorder, for ex- 
ample, its effects are properly for consideration in assessing the 
overall level of disability for compensation purposes. 

There is a great difference between a veteran who uses alcohol 
for its pleasurable intoxicating effects and one who suffers from 
such unbearable and unremitting psychological distress or physical 
pain that he or she resorts to alcohol to escape the agony. Current 
law recognizes this distinction. Congress should again reject VA’s 
recommendation. 

The President’s budget also proposes legislation to eliminate a 
veteran’s entitlement to a home loan guarantee after its initial use, 
despite the benefits of the repeat use to the veteran and to the 
American economy and despite the apparent lack of any good rea- 
son for this adverse action against veterans. The IB urges you to 
reject this recommendation. 

The IB recommends a number of beneficial adjustments in vet- 
erans’ benefits programs. We hope you will favorably consider those 
recommendations this year as you have many of our recommenda- 
tions in past years. 

Veterans deserve good benefit programs and also have every 
right to expect to receive their benefits when they need them. The 
proper and timely delivery of benefits requires, among other things, 
resources that match the workload. Here again, we must disagree 
with the President’s budget request. 

The President’s budget proposes to reduce staffing in the Vet- 
erans’ Benefits Administration by 540 full-time employees. Because 
of the war and other factors, VBA’s workload can only be expected 
to increase. VBA has been laboring for several years to improve 
proficiency and efficiency, but it has not historically achieved gains 
at a rate that would allow it to make up for such a large loss of 
personnel in a single year. 

The improvident reductions in staffing suggested by the Presi- 
dent’s budget may very well make VA lose those gains and return 
to the entirely unacceptable situation that existed before. We urge 
you to reject the President’s recommendation to reduce VBA’s staff- 
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ing. In the IB, we recommend staffing levels more consistent with 
VBA’s workload. 

Mr. Chairman, that concludes my statement and I will he happy 
to answer any questions you may have. 

Chairman Specter. Thank you very much, Mr. Surratt. 

[The prepared statement of Mr. Surratt follows:] 

Prepahed Statement of Rick Surratt, Deputy National Legislative Director, 
Disabled American Veterans 

Mr. Chairman and Members of the Committee: 

Thank you for inviting the Disabled American Veterans (DAV) and our partners 
in The Independent Budget (IB) — AMVETS, the Paralyzed Veterans of America 
(PVA), and the Veterans of Foreign Wars of the United States (VFW) — to present 
our views on the budget for the upcoming fiscal year. 

As with the President’s budget submission, the IB is a broad plan for veterans’ 
programs and includes recommendations for legislation to improve the benefits and 
services our Government provides to meet veterans’ special needs. Consistent with 
DAV’s primary responsibility in preparing the IB, and to avoid unnecessarily dupli- 
cating the testimony of my colleagues from the IB, my testimony will focus predomi- 
nantly on the benefit programs, the administrative operations and resource require- 
ments for delivering those benefits, and the judicial appeals process for veterans’ 
claims. 

The importance of an adequate budget for veterans’ programs cannot be over- 
stated. All else that the veterans’ community seeks and this Committee undertakes 
during the year ahead is influenced to a large degree on available resources. Fortu- 
nately, the President’s budget only provides a discussion document to begin delib- 
erations. It does not dictate what Congress does for veterans. Likewise, support 
from the Budget Committee and appropriators is important but not entirely indis- 
pensable to what you, the authorizing committee, determine is appropriate for our 
Nation’s veterans. Unfortunately, the Administration’s budget request for fiscal year 
(FY) 2005 does fall short in many respects, and we are disappointed with its meager 
recommendations for benefit improvements. 

The President’s budget contains few recommendations for legislation to improve 
the benefit programs. For compensation, it includes the usual recommendation for 
a cost-of-living adjustment (COLA) based on the increase in the cost of living during 
the current year, projected to be 1.3 percent for fiscal year 2004. This increase for 
disability compensation would include dependency and indemnity compensation and 
the clothing allowance provided to veterans whose service-connected disabilities 
tend to increase wear and tear of their clothing. 

To prevent the purchasing power of compensation from falling behind the cost of 
living as it increases, the IB also recommends a compensation COLA. However, to 
maintain the value of compensation in relation to the cost of living, the IB urges 
Congress to repeal provisions that require rounding down the COLA to the nearest 
whole dollar. Though this rounding down may erode the value of compensation very 
slightly for 1 year, rounding down year after year, with its compounding effect, 
eventually amounts to a significant degradation of the modest compensation vet- 
erans rely on to purchase the necessities of life. 

The Administration’s budget seeks legislation to bar compensation altogether for 
the effects of the added disability that results when veterans resort to alcohol to es- 
cape the extreme distress and disturbing symptoms of some service-connected men- 
tal disorders and other disabilities. This request reveals a callous disregard and in- 
sensitivity to the true nature of these secondary disabilities and how severely dis- 
abled veterans are victimized by them. It ignores the cause-and-effect relationship 
between the primary service-connected disability and the secondary effects. By using 
alcohol to ameliorate the psychological pain of these disabilities, veterans are at- 
tempting to quell their symptoms rather than choosing to be more disabled. In many 
of these instances, the underlying illness is so debilitating by itself that any addi- 
tional disability attributable to alcohol accounts for no greater rate of compensation 
or is so inextricably intertwined with other psychiatric symptoms as to be essen- 
tially indistinguishable from them. Current law resolves these unfortunate cir- 
cumstances equitably. Congress rejected VA’s request for this legislation last year, 
and the IB urges Congress to respond with an emphatic “no” again this year. 

Similarly, the IB is resolute in its opposition to any repeat of last year’s misplaced 
scheme to fundamentally alter the bases for establishing service connection for serv- 
ice-related disabilities. Military service is not merely a job where an individual 
spends his or her regular working hours. Military service requires the service- 
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member to be at the disposal of the military authorities 24 hours a day 7 days a 
week and encompasses, indeed dictates, directly or indirectly all of a service- 
member’s life activities. Military service is inherently hazardous, and it involves 
physical and mental stresses beyond those experienced by civilian society. Current 
law therefore equitably treats disabilities that occur during service as service con- 
nected, without requiring a showing of cause and effect between particular activities 
or factors of service and the disability. 

Because of the full-time, extraordinarily rigorous, and dangerous nature of service 
in the Armed Forces, and rather than becoming mired in the problematic nuances 
of causation in such a unique environment, causation is presumed. No other fair, 
foolproof, and practical method exists for determining service connection. The 
scheme devised last year for inclusion in the defense authorization bill would have 
been anything but fair, foolproof, and practical, although it would have been expe- 
dient for its self-serving purpose of permitting the Government to dishonorably dis- 
avow its obligation to care for our Nation’s sons and daughters who are disabled 
in service to their country. By excluding from eligibility for service connection essen- 
tially all accidental injuries and diseases incurred during military service except 
those caused directly by work-related activities of servicemembers’ military occupa- 
tions, few would meet the extremely restrictive terms of service connection, and 
many would have insurmountable difficulties in producing evidence to isolate the 
cause to the direct performance of military duties. 

The Department of Veterans Affairs (VA) projected that approximately two-thirds 
of the disabled veterans now entitled to disability compensation would not have 
qualified for service connection under these criteria. Obviously, the proposed scheme 
was calculated to achieve just that result. The action was brazen and reprehensible. 
Because its proponents were so shameless and unrestrained, we may very well see 
the same or similar action repeated. It will be no less repugnant, and no less objec- 
tionable to the veterans’ community. We appreciate the decisive stand against this 
plan taken by the Chairman and other members of this Committee last year, and 
we urge you to again flatly reject any similar efforts this year. 

The IB makes three additional recommendations to improve the disability com- 
pensation program. We recommend legislation: 

• to exclude compensation as countable income for Federal programs; 

• to repeal the prohibition of service connection for disabilities related to tobacco 
use; and 

• to repeal delayed effective dates for payment of increased compensation based 
on temporary total disability. 

The President’s budget submission suggests legislation to make awards of death 
pension effective the first day of the month in which death occurred if the claim is 
filed within 1 year of the date of death. Prior amendments reduced this period from 
1 year to 45 days. We have no recommendation for this legislation in the IB, but 
we note that it would be beneficial to needy widows of wartime veterans, and it 
would bring this effective date provision back into line with effective date provisions 
applicable to other disability benefit payments, simplifying the law for VA adjudica- 
tors. 

Service-connected disabilities result in functional impairments that not only ad- 
versely impact upon veterans’ ability to perform job functions but also adversely im- 
pact upon their ability to perform the everyday activities of living. For veterans suf- 
fering from service-connected blindness and physical disabilities that require special 
fixtures and modifications to allow them mobility and independence within the 
home, VA provides grants for the purchase or construction of specially adapted 
housing. For veterans with service-connected disabilities that interfere with their 
ability to operate motor vehicles, VA provides grants for the purchase and special 
modification of automobiles. Like other benefits that are subject to the effects of ris- 
ing costs, the grants for specially adapted housing and automobiles must be in- 
creased regularly to match increases in costs of homes and vehicles. The value of 
these benefits has fallen substantially behind rising costs because there have been 
long periods between adjustments. Confess increased these grants last year, but 
the increase did not equal their cumulative loss in value and therefore did not fully 
restore them to the value they had when first established. To remedy this deficiency 
and to improve these programs, the IB recommends that Congress enact legislation: 

• to increase the amount of the grants for specially adapted housing and to pro- 
vide for automatic annual adjustments for increased costs; 

• to provide a grant for adaptations to a home that replaces the first specially 
adapted home; and 

• to increase the amount of the automobile grant and to provide for automatic an- 
nual adjustments for increased costs. 
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For the education programs, the President’s budget includes suggestions for legis- 
lation to make three minor “technical” changes, although one of the amendments 
would make a substantive change to prohibit education benefits for servicemembers 
who are incarcerated for crimes and whose character of service upon discharge fol- 
lowing their release from prison will be disqualifying. The IB has no position on 
these suggested legislative chang:es. However, for the education programs, we make 
two recommendations for legislation: 

• to expand Montgomery GI Bill eligibility to persons who, but for service on or 
before June 30, 1985, would be eligible for education benefits under this program; 
and 

• to authorize refund of contributions to veterans who become inelimble for the 
Montgomery GI Bill by reason of discharges characterized as “general” or “under 
honorable conditions”. 

Although we have come to expect the Administration to propose actions to reduce 
or eliminate benefits and services for veterans, we were surprised by this year’s sug- 
gestion in the President’s budget for VA that Congress enact legislation to restrict 
veterans’ use of home loan guaranties to one time. When they return to civilian life 
from military service, veterans often have very limited means to achieve the Amer- 
ican dream of owning a home. They purchase “starter” homes. As their economic sit- 
uation improves and families grow, they, like many other Americans, want to ex- 
pand and improve their housing. In today’s mobile society, veterans may be required 
to move to new locations to follow their jobs or the job market. If a veteran is in 
good standing with VA, his or her purchase of another home can be made easier 
by a VA guaranteed loan. Because of the limits on VA loans, veterans who use VA 
loan guaranty are those who must purchase moderately priced homes, and the re- 
peat use of this benefit provides no unwarranted windfall for veterans. At the same 
time, it is no great burden on the Government. The ability of veterans to use their 
loan guaranty more than once can be very beneficial to them and to the American 
economy, without any undue cost to the Government. Therefore, this proposal to 
limit veterans to one loan seems to have as its object the reduction of veterans’ ben- 
efits merely for the sake of reducing them, without any reciprocal benefit to the 
Government. In any event, this suggested legislation is unwarranted, and the IB 
urges you to soundly reject it. 

The IB makes positive recommendations to improve the home loan guaranty pro- 
gram for veterans and other eligible beneficiaries. We recommend that Congress 
enact legislation: 

• to increase the meiximum VA home loan guaranty and provide for automatic an- 
nual indexing to 90 percent of the Federal Housing Administration-Federal Home 
Loan Mortgage Corporation loan ceiling; and 

• to repeal funding fees imposed upon certain home loan guaranties. 

For the insurance programs, the President’s budget proposes legislation for tech- 
nical amendments “to clarify certain points such as defining an insurable depend- 
ent, terms of coverage and premiums.” According to the budget, these changes re- 
quire no additional hands. Without more specifics, we have no position on the pro- 
posed legislation at this time. 

The insurance programs for veterans are in need of added protections and revi- 
sions to replace long outdated rates and increase the maximum coverage available. 
Often, a veteran’s life insurance policy is all that a veteran has to pay for his or 
her last expenses and burial. Yet, for nursing home care under Medicaid, the Gov- 
ernment forces veterans to surrender their Government life insurance polices and 
apply the cash value toward nursing home care as a condition for Medicaid cov- 
erage. 

Because of service-connected disabilities, disabled veterans have difficulty getting 
or are charged higher premiums for life insurance on the commercial market. VA 
therefore offers disabled veterans life insurance at standard rates under the Service 
Disabled Veterans’ Insurance (SDVI) program. When this program began in 1951, 
its rates, based on mortality tables then in use, were competitive with commercial 
insurance. Commercial rates have since been lowered to reflect improved life expect- 
ancy shown by current mortality tables. VA continues to base its rates on mortality 
tables from 1941, however. Consequently, SDVI premiums are no longer competitive 
with commercial insurance, and SDVI therefore no longer provides the intended 
benefit for eligible veterans. 

When life insurance for veterans had its beginnings in the War Risk Insurance 
program first made available to members of the Armed Forces in October 1917, cov- 
erage was limited to $10,000. A $10,000 life insurance policy provided sufficiently 
for the loss of income from the death of an insured in 1917. Today, some 87 years 
later, maximum coverage under the base SDVI policy is still $10,000. Given that 
the annual cost of living is many times what it was in 1917, the same maximum 
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coverage, well over three quarters of a century later, clearly does not provide mean- 
ingful income replacement for the survivors of service-disabled veterans. 

Similarly, the meiximum coverage under the Veterans’ Mortgage Life Insurance 
(VMLI) program has fallen behind current needs. The meiximum VMLI coverage 
was last increased in 1992. Since then, housing costs have risen substantially. Be- 
cause of the great geographic differentials in the costs associated with accessible 
housing, many veterans have mortgages that exceed the maximum face value of 
VMLI. Thus, the current meiximum coverage amount does not cover many cata- 
strophically disabled veterans’ outstanding mortgages. Moreover, severely disabled 
veterans may not have the option of purchasing extra life insurance coverage from 
commercial insurers at affordable premiums. 

These deficiencies substantially reduce the effectiveness of the insurance pro- 
grams. To correct these shortcomings, the IB recommends legislation: 

• to exempt the dividends and proceeds from, and cash value of, VA life insurance 
policies from consideration in determining entitlement under other Federal pro- 
grams; 

• to authorize VA to use modern mortality tables instead of 1941 mortality tables 
to determine life expectancy for purposes of computing premiums for SDVI; 

• to increase the maximum protection available under the base policy of SDVI 
from $10,000 to $50,000; and 

• to increase the maximum coverage under VMLI from $90,000 to $150,000. 

Veterans’ benefits are for veterans, not others who have no right to them. Con- 
gress has been careful to ensure veterans receiving benefits are not easy prey for 
persons seeking to divert these benefits away from veterans and into their own 
pockets. Congress has placed restrictions on attorney fees, and Congress has in- 
cluded broad and sweeping protections in the law to prohibit the assignment of vet- 
erans’ benefits and to protect them against the claims of third parties. Existing law 
provides: 

“Payments of benefits due or to become due under any law administered by 
the Secretary shall not be assignable except to the extent specifically authorized 
by law, and such payments made to, or on account of, a beneficiary shall be ex- 
empt from taxation, shall be exempt from the claim of creditors, and shall not 
be liable to attachment, levy, or seizure by or under any legal or equitable proc- 
ess whatever, either before or after receipt by the beneficiary.” 

Despite the prohibition against assignment, some commercial entities were entic- 
ing vulnerable veterans into arrangements whereby the veterans traded their future 
compensation payments for lump sums amounting to a fraction of the value of the 
compensation. Last year. Congress added language to the prohibition against as- 
signment to leave no room for convenient interpretation of the law as permitting 
that practice. Despite the clear and emphatic language in the law shielding vet- 
erans’ benefits from the claims of third parties, the courts have conveniently inter- 
preted the law to permit what it unquestionably prohibits. As a result, veterans’ 
benefits have become an easy target for former spouses seeking alimony. The courts 
show little reverence for the principle that veterans’ benefits were created for vet- 
erans and little regard for congressional intent that a disabled veteran, and not 
someone else, should be compensated for the effects disability. Courts seem to have 
no hesitation in ordering disabled veterans to pay part of their disability compensa- 
tion to able-bodied former spouses. This situation is appalling. The IB therefore rec- 
ommends legislation to reinforce existing law so there can be no doubt that it means 
what it says. 

While not under the jurisdiction of this Committee, we also call for legislation to 
remove, for all service-connected disabled military longevity retirees, the offset be- 
tween their military retired pay and disability compensation. As you know, the leg- 
islation enacted near the end of the last session of Congress provides for removal 
of this inequitable offset for some disabled veterans. In so doing, it left the injustice 
in place for many other veterans. We also recommend legislation to extend the 3- 
year limitation on recovery of teixes withheld from disability severance pay and mili- 
tary retired pay later determined to be exempt from taxable income. 

Although they need fine tuning from time to time, the benefit programs have been 
carefully crafted by Congress to alleviate the disadvantages veterans suffer as a re- 
sult of disabilities and as a result of educational and vocational opportunities for- 
gone by young men and women who chose to serve their country before personal 
advancement. These programs are effective only to the extent the benefits and serv- 
ices are delivered to entitled veterans when they need them. Efficiently and pro- 
ficiently administering this broad range of programs for millions of veterans natu- 
rally and unquestionably presents formidable management challenges. Small mis- 
takes can have major consequences for large numbers of veterans. Management and 



180 


process deficiencies, and insufficient resources, have consequences that are directly 
revealed through poor service to veterans. 

Although such poor service frustrates veterans who must deal with a massive and 
complex bureaucracy, it causes more than mere inconveniences. Incorrect decisions 
deprive entitled veterans of the benefits they need, and long delays due to incorrect 
decisions and insufficient resources deprive entitled veterans of the benefits they 
need when they most need them. Of course, the correct and timely payment of dis- 
ability compensation is imperative for veterans who must rely on compensation for 
food and shelter. 

In fulfilling its mission of effective management of the benefit programs and effec- 
tive delivery of benefits and services, the Veterans Benefits Administration (VBA) 
has a checkered history, especially in accurate and timely delivery of the core vet- 
erans’ benefit, disability compensation. Some of the failures were self-inflicted and 
the product of a wrong-headed institutional mindset, others were due to more inno- 
cent mistakes, and many were caused or compounded by insufficient resources or 
other factors beyond VA’s control. 

With a focus and decisive action directed to real reforms and improvement, cur- 
rent management has made some headway in overcoming systemic deficiencies in 
the delivery of benefits. Congress has helped by providing the additional resources 
necessary to bring the workforce and technology to the capacity required. To con- 
tinue on the course of restoring VBA to acceptable levels of performance and service 
to veterans — indeed, to avoid losing the gains made thus far — VBA must continue 
to devote its full energies to the process, and Congress must continue to provide the 
resources required to get the job done. The IB makes specific recommendations in 
both of these areas. 

To enable it to more effectively enforce agency policy and performance standards, 
we have recommended that VBA make changes to remedy some weak links in its 
management structure. We have called for improvements in VA rulemaking to make 
VA’s regulations more fairly serve veterans and to avoid litigation over challenged 
regulations. For VBA’s Compensation and Pension Service (C&P), we have urged VA 
to devote more effort to attacking the root causes of errors in claims adjudication. 

To ensure that VBA has the personnel and tools necessary to carry out its mis- 
sion, we have made several recommendations regarding staffing and appropriations 
to support ongoing initiatives to develop and install modern information technology 
systems. Unfortunately, the President’s budget request appears to seriously under- 
mine VBA’s systematic efforts to correct its deficiencies, employ better information 
technology, and improve its production and service to veterans. 

The President’s budget submission for VA clearly does not remain fixed on the ob- 
jective of strengthening VBA to make it better able to fulfill its responsibilities to 
veterans. Due to the war in Iraq and the many hostilities in which our Armed 
Forces are engaged today, we can only expect an influx of new veterans needing VA 
benefits and services. Logically, more resources will be needed in some areas just 
to stay even with the workload. However, the President’s budget proposes major re- 
ductions in resources for the delivery of benefits and services to veterans. For VBA, 
the President’s budget requests 829 fewer full-time employees (FTE) for fiscal year 
2005 than authorized at the end of the fiscal year we have just finished, fiscal year 
2003. The request is 540 FTE below the fiscal year 2004 level. We note, incidentally, 
that the difference between the fiscal year 2003 and fiscal year 2005 FTE for VBA 
is apparently greater than the 829 employees indicated by the budget submission 
because, at the beginning of fiscal year 2004, the responsibilities and the 31 FTE 
of the Evidence Development Unit of the Board of Veterans’ Appeals (BVA) were 
reassigned from BVA to VBA, without any corresponding request to increase VBA’s 
authorized FTE by an equal amount. 

Under the President’s budget request, every benefit line except Insurance Service 
would lose employees. Even with all-out efforts, VBA’s progress in reducing the 
backlog of work and the waiting times for benefits has been gradual and fairly slow- 
paced, representative of deliberate efforts within the limits of its abilities under the 
resource levels available in the past few years. We seriously doubt that VBA can 
suddenly accelerate and achieve enough productivity improvements to offset such a 
substantial loss of resources, especially against the weight of added work. The Presi- 
dent’s budget would also substantially scale back investments in ongoing programs 
to modernize VBA’s essential information technology. These two proposed reductions 
strike the core of the veterans’ benefits delivery system. 

The President’s budget proposes 7,270 FTE, or 487 fewer direct program FTE for 
C&P Service in fiscal year 2005 than in fiscal year 2003. In addition, the President’s 
budget requests 185 fewer FTE for management direction and support and informa- 
tion technology in C&P Service for fiscal year 2005 than it had in fiscal year 2003. 
We also understand that the additional FTE for the Evidence Development Unit as- 
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sumed by VBA from BVA are charged to C&P Service. With those FTE absorbed 
by C&P and without any equal increase in the FTE requested for C&P, that number 
of employees must be calculated as an additional net reduction of FTE for C&P 
Service when comparing the fiscal year 2003 staffing with the request for fiscal year 
2005. 

We recommend in the IB that C&P Service be authorized 7,757 FTE for fiscal 
year 2005. VA had projected that its workload would allow it to draw down its FTE 
in fiscal year 2005 by approximately 268 below its staffing level of 7,757 FTE at 
the end of fiscal year 2003. However, those projections did not take into account ad- 
ditional work VA now expects incident to legislation that expanded eligibility for 
Combat Related Special Compensation and authorized concurrent receipt of military 
retired pay and disability compensation for certain veterans. VA projects that this 
legislation will generate 391,000 new claims and 52,869 appellate cases over the 
next 5 years. In addition, VA projects it will have to rework approximately 48,000 
claims to meet the requirements of a court decision invalidating VA procedures that 
placed unlawful requirements upon veterans. Though most of that work should be 
done during fiscal year 2004, this additional volume will likely delay work on some 
of C&P’s inventory and carry some extra caseload over into fiscal year 2005. This 
additional workload requires that VA, at least, have approximately the same direct 
program staffing levels for fiscal year 2005 that it had at the end of fiscal year 2003. 

Just as VA must have sufficient staffing to match its compensation and pension 
claims workload, it must continue to have efficient procedures and technology for 
processing claims and related information. To aid in accuracy and uniformity in 
claims ae^udication, and to achieve the greater efficiencies of modern information 
technology, VA began its Compensation and Pension Evaluation Redesign (CAPER) 
initiative during 2001. To determine and implement its optimum performance in 
record development, disability examinations, and claims decisions, VA is under- 
taking a review of its claims process with the goal of developing and deploying an 
integrated electronic format to aid in uniform and correct application of procedures 
and substantive rules and to allow for the electronic transmission of data from its 
source into the claims data base. VA now hopes to have this system fully in place 
by September 2006. To achieve that goal, VA needs approximately $3.5 million in 
fiscal year 2005 to continue development of this system. The IB recommends that 
Congress provide this essential funding to VA. The President’s budget requests only 
$2.7 million for this project. 

Another aspect of systems modernization is the use of electronic files to replace 
manual paper transfer and storage of claims records. With the necessary imaging 
and other equipment, VA can acquire, store, and process claims data much more 
timely and efficiently, reducing task times and staffing needs. VA’s project, known 
as “Virtual VA,” has been deployed at VA’s Pension Maintenance Centers and is un- 
dergoing evaluation and assessment based on experience at these three sites. With 
eventual full implementation, all VBA regional offices will have document imaging 
capabilities, and VA medical centers will have electronic access to veterans’ claims 
folders for review in connection with disability examinations ordered by claims adju- 
dicators. Accordingly, the IB recommends that Congress provide VA the $8 million 
it needs in fiscal year 2005 to continue document preparation and scanning at the 
Pension Maintenance Centers and to continue development of the system for appli- 
cation nationwide. The President’s budget requests only $1.6 million for Virtual VA. 

As with C&P Service, VBA’s Vocational Rehabilitation and Emplojnnent Service 
(VR&E) faces major challenges in meeting its responsibilities to disabled veterans 
under circumstances of heavy workloads and limited resources. The impact of the 
worldwide war on terrorism, hazardous duty in other locations around the world, 
and major combat operations in Iraq and Afghanistan, will undoubtedly be felt by 
VR&E when these veterans begin pouring into the system with the need for reha- 
bilitation training and employment suitable to their service-connected disabilities. 
To sustain current levels of performance with its projected workload, VR&E needs 
to retain the staffing strength it had at the end of fiscal year 2003. In addition, the 
VA Secretary’s VR&E Task Team has made a number of recommendations to im- 
prove vocational rehabilitation and employment services for veterans. It is projected 
that approximately 200 additional FTE will be needed to implement these substan- 
tial reforms in the programs, organization, and work processes of the VR&E pro- 
gram. At the end of fiscal year 2003, VR&E direct program staffing was 931 FTE. 
The IB therefore recommends that Congress authorize 1,131 direct program FTE for 
VR&E in fiscal year 2005. The President’s budget requests only 876 FTE for fiscal 
year 2005, and seeks 21 fewer FTE for management direction and support and in- 
formation technology than VR&E had in fiscal year 2003. 

Similarly, VBA’s Education Service expects some increase in its workload, due to 
legislation last year that expanded coverage of the program to include additional 
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types of training. VA is striving to provide more timely and efficient service to 
claimants seeking education benefits. Education Service reports gains in these areas 
during fiscal year 2003. To continue on the course of improvement and to meet the 
added workload projected, Education Service must at least maintain its fiscal year 
2004 staffing level. In fiscal year 2004, Education Service had 766 direct program 
FTE authorized, and the IB recommends that Congress authorize 766 FTE for Edu- 
cation Service in fiscal year 2005. 

For veterans who do not receive a correct disposition of their benefit claims from 
VA’s administrative claims adjudication processes, judicial review is available. Be- 
cause the United States Court of Appeals for Veterans Claims is not a part of the 
VA or the executive branch, its funding is not included under the budget for vet- 
erans’ benefits and services. The Court is nonetheless an integral part of the system 
of benefits for veterans, and this Committee does, of course, have oversight respon- 
sibilities and jurisdiction over any authorizing legislation pertaining to the Court 
and its functioning. Additionally, the United States Court of Appeals for the Federal 
Circuit has jurisdiction to hear appeals from decisions of the Court of Appeals for 
Veterans Claims and has jurisdiction to hear direct challenges to VA regulations. 
This Committee has jurisdiction over laws that govern review of these appeals and 
challenges to regulations in the Federal Circuit. For this area of great importance 
to veterans, the IB includes several recommendations. 

In previous years, we have recommended in the IB that Congress amend the 
standard under which the Court of Appeals for Veterans Claims reviews the pro- 
priety of factual findings by VA’s administrative appellate board, BVA. Under the 
“clearly erroneous” standard, the Court was essentially upholding any finding of fact 
against a VA claimant that had some “plausible basis” in the record although the 
law mandates that VA decide a factual question in a claimant’s favor unless the evi- 
dence against the claim outweighs the evidence supporting it. This mandate in law 
is known as the “benefit-of-the-doubt” rule. This rule is based on the time-honored 
principle that we owe veterans greater considerations than ordinary citizens liti- 
gating in court or seeking government assistance from other agencies and that a 
veteran claiming benefits is therefore entitled to the benefit of the doubt when the 
evidence neither proves nor disproves his or her claim. With the Court upholding 
adverse factual findings for which there is merely some plausible basis, BVA was 
completely free to ignore the law and deny a claim for VA benefits even though the 
supporting evidence was much stronger than, or at least as strong as, the evidence 
against it. The Court was turning a blind eye to erroneous and unjust denials of 
meritorious claims, making the benefit-of-the-doubt rule unenforceable and mean- 
ingful only to the extent VA chose to observe it. Appeals to the Court often follow 
from arbitrary decisions in which VA chose to ignore the rule, but these appeals 
were essentially futile, with meritorious claims and justice denied. To correct this 
grave injustice, the IB recommended that Congress amend the law to require the 
Court to reverse any BVA factual finding against a claimant that was clearly incon- 
sistent with the benefit-of-the-doubt rule. To accomplish this, we recommended that 
the clearly erroneous standard be replaced with an instruction that the Court must 
reverse any finding of fact adverse to a claimant that was not reasonably supported 
by a preponderance of the evidence, which is weight of the evidence required for 
such adverse finding under the benefit-of-the-doubt rule. 

Seeking to continue its immunization from meaningful judicial review of its fac- 
tual findings, VA opposed this change, and the veterans’ committees compromised 
with less definite changes than the IB had recommended and thought necessary. As 
a result, the Court has construed the new legislation as making no change whatso- 
ever. Indeed, VA itself argued to the Court that Congress made no substantive 
change in the law by these amendments. Deserving veterans are still left with no 
remedy for outright violations of the law. That is unacceptable. We therefore re- 
newed in this year’s IB our previous recommendation that Congress replace the 
clearly erroneous standard with the requirement that the Court reverse factual find- 
ings not reasonably supported by a preponderance of the evidence. Certainly, you 
should not again be persuaded to accept any compromise proposed by VA that will 
enable VA to once more argue to the Court that you did nothing. We want to reit- 
erate here that this issue is one that remains very important to veterans and their 
rights. 

When Congress ended the longstanding absence of judicial review for veterans’ 
claims, it was very concerned that the formalities typical of judicial proceedings not 
change the informalities of VA’s administrative claims processes. The legislative his- 
tory for judicial review legislation emphasizes repeatedly congressional intent to 
preserve this informality and the pro-veteran procedures at the administrative level. 
Congress maintained in the law provisions that put the obligation on VA to develop 
the claims record and afford consideration to all possible theories of entitlement 
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under all relevant laws, regulations, and other legal authorities. The veteran is not 
required to know or argue the legal technicalities of benefits laws. Thus, failure of 
BVA to consider all points of law bearing on a claim is legal error, an error of omis- 
sion. Yet, the Court has refused to consider these points in appeals on the grounds 
that the veteran failed to argue them before BVA. In effect, the Court is relieving 
VA of its obligations under the law and shifting them to veterans. The Court is im- 
posing upon veterans the very thing Congress did not intend, the obligation to for- 
mally plead all the finer points of law that are often very complex and poorly under- 
stood by average laypersons. To prevent the Court from further imposing the for- 
malities of adversarial judicial proceedings upon the non-adversarial veterans’ 
claims process, the IB recommends legislation to prohibit judicial imposition of for- 
mal pleading or so-called “exhaustion” requirements upon the VA claims system. 

Though veterans have deep frustration with some of the Court’s actions, judicial 
review and many of the Court’s precedents have added legitimacy to the process and 
forced VA to follow the law more carefully. Judicial review exposed deeply ingrained 
unlawful practices and deficiencies in VA’s claims adjudication, and more than any 
other factor, forced VA to acknowledge these systemic defects and make funda- 
mental reforms. As a result of the availability of judicial review and enforcement 
of the law by the Court, veterans stand a much better chance of getting a fair deci- 
sion today than they did before judicial review was authorized by your landmark 
legislation in 1988. We still need to make adjustments to bring the process closer 
to that envisioned by Congress in its 1988 legislation, however. 

The Chief Judge has begun exploratory steps toward securing a site and authority 
for construction of a courthouse and justice center. After an appropriate site is lo- 
cated, Congress must enact authorizing legislation and provide necessary funding 
if the project is to be undertaken. The IB fully supports the project to construct a 
courthouse for the veterans’ court. We seek the support and essential assistance of 
the members of this Committee in securing a site, enacting the necessary legisla- 
tion, and working with your colleagues in Congress to obtain the funding required 
to build this courthouse and justice center for veterans. 

When Congress authorized judicial review of VA’s claims decisions, it also author- 
ized judicial review of VA’s regulations. However, Congress exempted one area of 
VA’s rulemaking from review by the courts. Congress expressly deprived the courts 
of jurisdiction to review VA’s Schedule for Rating Disabilities. We agree with the 
reasoning that the courts should not be empowered to intervene in VA’s application 
of its special expertise and the exercise of its discretion in formulating criteria for 
evaluating the effects of disabilities. However, we believe the United States Court 
of Appeals for the Federal Circuit should be authorized to review and invalidate rat- 
ing schedule provisions that are, on their face, contrary to the laws enacted by Con- 
gress or are arbitrary and capricious. Such narrow review would not interfere with 
VA’s lawful and legitimate exercise of its broad discretion, and would empower the 
Federal Circuit to intervene in only the most egregious abuses of discretion and in- 
validate only the unequivocally unlawful rating schedule provisions. Today, VA is 
totally immune to any remedy for flatly unlawful or arbitrary and capricious actions 
in adopting or revising its rating schedule. The IB therefore recommends expanding 
Federal Circuit jurisdiction to permit that court to review challenges to VA’s rating 
schedule on these narrow grounds. 

Finally, I want to join with our IB witness who is covering veterans’ medical care 
in this hearing in stressing the importance of putting a mechanism in place to end 
what has unquestionably proven to be an inadequate process for funding veterans’ 
medical care. Year after year, the President’s budget request falls well below the 
minimum needed to maintain medical services for sick and disabled veterans seek- 
ing those services from the medical care system established to serve them. Year 
after year, we must fight an uphill battle to get more realistic appropriations, and 
that annual battle is getting ever more difficult despite the strong advocacy of the 
members of this Committee, who know what resources VA really needs. To get fund- 
ing to continue operation of their medical programs, veterans should not have to 
compete with all the many other interests who seek part of the limited discretionary 
dollars. Veterans and VA should not have to face the yearly uncertainty of whether 
there will be sufficient funding provided to continue essential medical care services 
for disabled veterans. Veterans should not have to wait months to be treated for 
their illnesses. VA should not have to continue operating the largest medical care 
system in this country on the shoestring of annual appropriations and without any 
means to plan strategically for long-term efficiencies. We have thoroughly tested the 
discretionary appropriations process whereby political will, rather than actual re- 
source needs, determines how much funding veterans’ medical care receives each 
year. With consistent experience that funding veterans’ medical care under that 
process has repeatedly failed, and will only continue to be unsatisfactory, the rem- 
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edy is to guarantee adequate and stable funding through a permanent authorization 
that uses a reliable formula to project resource needs. Among all the meritorious 
issues to be addressed by this Committee this year, this issue is the most urgent 
and therefore the most important to veterans. We need strong bipartisan support 
from the members of this Committee to get legislation for mandatory funding, and 
we renew our earnest request for your support this year. 

In closing, I want to acknowledge and express the DAVs sincere appreciation for 
the advocacy and support veterans have received from this Committee. The Com- 
mittee has acted favorably on many of the recommendations of the IB in past years, 
and many of the recommended changes are now in law, making the programs more 
effective for our veterans. Working together, the IB and this Committee have made 
numerous improvements in the benefits and the delivery system. We hope you will 
again find our recommendations meritorious and will shepherd legislation through 
this year to adopt more of them. 

Chairman Specter. Our next witness is Mr. Paul Hayden, Na- 
tional Legislative Service, Veterans of Foreign Wars of the United 
States. Thank you for coming in today, Mr. Hayden, and we will 
put your whole resume in the record. 

STATEMENT OF PAUL A. HAYDEN, DEPUTY DIRECTOR, NA- 
TIONAL LEGISLATIVE SERVICE, VETERANS OF FOREIGN 

WARS OF THE UNITED STATES 

Mr. Hayden. Thank you, Mr. Chairman, Ranking Member 
Graham. As a member of The Independent Budget for VA, the 
VFW is responsible for the construction portion of the VA budget, 
so I will limit my testimony to that area. 

The President’s fiscal year 2005 budget indicates that along with 
gross funding deficiencies in practically every VA account, VA con- 
struction is to be dramatically and most detrimentally short- 
changed, as well. In fact, since 1993, VA construction funding has 
been in steady decline. The fiscal year 1993 combined major and 
minor construction total was $600 million, and the fiscal year 2005 
proposal is only $170 million. 

VA’s history of low construction budgets the last 12 years is an 
explicit indication of poor stewardship of the system’s facility cap- 
ital assets. It also flies in the face of statutory mandates to provide 
for the short- and long-term care needs of our most seriously serv- 
ice-connected veterans. 

Once again, the administration is proposing counting State nurs- 
ing home beds as part of its long-term care capacity. We view this 
as an attempt to circumvent both the letter and intent of the law 
with a number of our most deserving and vulnerable veterans suf- 
fering as a consequence. 

Further, there continues to be a major resistance to fund an ade- 
quate construction budget before the CARES process has been com- 
pleted. We have been supportive of the CARES process from the 
beginning as long as the primary emphasis is on the ES, enhanced 
services. However, we believe that it is poor policy to defer all VA 
construction needs until the CARES process is complete. 

We agree with the findings of the President’s Task Force to Im- 
prove Health Care Delivery for Our Nation’s Veterans. The VA 
must accomplish three key objectives. No. 1, invest adequately in 
the necessary infrastructure to ensure safe, functional environ- 
ments for health care delivery. No. 2, right-size the respective in- 
frastructures to meet projected demands for inpatient, ambulatory, 
mental health, and long-term care requirements. And finally, ere- 
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ate abilities to respond to a rapidly changing environment using 
strategic and master planning to expedite new construction and 
renovation efforts. 

In order to accomplish these objectives, we recommend that Con- 
gress appropriate $571 million to the major construction account 
for fiscal year 2005, not the totally inadequate $97 million asked 
for by the administration. This amount is needed for seismic correc- 
tion, clinical environmental improvements. National Cemetery Ad- 
ministration construction, and land acquisition. 

We also call on Congress to appropriate $545 million to the 
minor construction account for fiscal year 2005 while rejecting the 
administration proposal of $69 million. These funds contribute to 
construction projects costing less than $7 million while providing 
for inpatient and outpatient care and support, infrastructure, phys- 
ical plant, and historic preservation projects. 

Mr. Chairman and members of this committee, this concludes my 
statement and I will be happy to answer any questions. 

Chairman Specter. Thank you. Thank you very much, Mr. Hay- 
den. 

[The prepared statement of Mr. Hayden follows:] 

Prepared Statement of Paul A. Hayden, Deputy Director, National 
Legislative Service, Veterans of Foreign Wars of the United States 

Mr. Chairman and Members of the Committee: 

On behalf of the 2.7 million men and women of the Veterans of Foreign Wars of 
the United States (VFW) and our Ladies Auxiliary, I would like to take this oppor- 
tunity to thank you for being included in today’s important hearing regarding the 
Department of Veterans Affairs (VA) budget. As a member of The Independent 
Budget for VA, the VFW is responsible for the Construction portion of the VA budg- 
et, so I will limit my testimony to that area. 

The VA construction budget includes major construction, minor construction, 
grants for construction of State extended care facilities, grants for State veterans’ 
cemeteries and the parking garage revolving fund. 

The President’s fiscal year 2005 budget indicates that, along with gross funding 
deficiencies in practically every VA account, VA construction is to be dramatically 
and most detrimentally short-changed as well. In fact, since 1993, VA construction 
funding has been in steady decline. The fiscal year 1993 combined total was $600 
million and the fiscal year 2005 proposal is only $200 million once the Capitol Asset 
Realignment for Enhanced Services (CARES) is backed out. VA’s history of low con- 
struction budgets the last 12 years is an explicit indication of poor stewardship of 
the system’s facility capital assets. It also flies in the face of moral as well as statu- 
tory mandates to provide for the short- and long-term care needs of our most seri- 
ously service connected veterans. Once again, the administration is proposing count- 
ing State nursing home beds as part of its own long-term capacity. We view this 
as an attempt to circumvent both the letter and intent of the law with a number 
of our most deserves and vulnerable veterans suffering as a consequence. 

Further, there continues to be major resistance to fund an adequate construction 
budget before the CARES process has been completed. We have been supportive of 
the CARES process from the beginning, as long as the primary emphasis is on the 
“ES”-enhanced services; however, we believe that it is poor policy to defer all VA 
construction needs until CARES is complete. 

Currently, most VA medical centers, with an average age of 54 years, are in crit- 
ical need of repair. Sadly, the prospect of system-wide capital asset realignment 
through the CARES process has been used as an excuse to hold all construction 
projects hostage. These projects are essential to patient safety; moreover, they will 
eventually pay for themselves through future savings as a result of modernization. 
The ongoing reconfiguration of the system through CARES must not distract VA 
from its obligation to protect its current assets by postponing needed funding for the 
construction, maintenance and renovations of VA facilities. 

While we still believe the CARES process should proceed, we perceive a need for 
further data to support various recommendations that would close or change mis- 
sions of certain VA long-term care and small-size facilities. These data should in- 
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dude such items as a cost analysis associated with these changes to include the 
costs of transferring patients and staff; the cost associated with contracting for care 
in the community; the cost related to shutting down and disposing of property to 
include asbestos removal; the cost to build or lease new facilities like community- 
based clinics and patient bed towers to include associated site elements to make the 
building functional, such as equipment, relocation, and activation costs; and updat- 
ing facility infrastructures to handle additional patient workloads while maintaining 
privacy and safety requirements. 

We acknowledge that the VA Office of Facilities Management has assembled con- 
struction cost data for various functional building types; however, the inclusion of 
the aforementioned cost could provide the rationale for reconsidering some decisions. 

In addition, the assumption that Congress will adequately fund all CARES pro- 
posed changes must be questioned. The VFW and other Independent Budget Vet- 
erans Service Organizations (IBVSO) are concerned that when CARES implementa- 
tion costs are factored into the appropriations process, Congress will not fully fund 
the VA system, further exacerbating the current obstacles impeding veterans’ access 
to quality health care in a timely manner. It is our opinion that VA should not pro- 
ceed with CARES changes until sufficient funding is appropriated for the construc- 
tion of new facilities and renovation of existing hospitals is approved. 

We recommend that Congress appropriate $571 million to the Major Construction 
Account for fiscal year 2005, not the totally inadequate $97 million asked for by the 
administration. This amount is needed for seismic correction, clinical environment 
improvements. National Cemetery Administration construction, land acquisition, 
and claims. Allocated as follows: Seismic Improvements — $285,000; Clinical Im- 
provements — 25,000; Patient Environment — 10,000; Research Infrastructure Up- 
grade and Replacement — 50,000; Advance Planning Eund — 60,000; Asbestos Abate- 
ment — 60,000; National Cemetery Administration — 81,000; IB Recommended fiscal 
year 2005 Appropriation — $571,000. 

We also call for the Congress to appropriate $545 million to the Minor Construc- 
tion Account for fiscal year 2005 while rejecting the administration proposal of $69 
million. These funds contribute to construction projects costing less than $7 million. 
This appropriation also provides for a regional office account. National Cemetery 
Administration account, improvements and renovation in VA’s research facilities, a 
staff office account, and an emergency fund account. Increases provide for inpatient 
and outpatient care and support, infrastructure, physical plant, and historic preser- 
vation projects. Allocated as follows: Inpatient Care Support — $130,000; Outpatient 
Care and Support — 100,000; Infrastructure and Physical Plant — 150,000; Historic 
Preservation Grant Program — 25,000; Other — 25,000; VBA Regional Office Pro- 
gram — 35,000; National Cemetery Program — 35,000; and VA Research Eacility Im- 
provement and Renovation — 45,000; IB Recommendation fiscal year 2005 Appropria- 
tion — $545,000. 

Annually, the VHA submits a list of Top 20 Priority Major Medical Construction 
Projects to Congress, which identifies the major medical construction projects that 
have the highest priority within VA. This list includes buildings that have been 
deemed as “significant” seismic risk and buildings that are at “exceptionally high 
risk” of catastrophic collapse or major damage. Currently, 890 of VA’s 5,300 build- 
ings have been classified as significant seismic risk, and 73 VHA buildings are at 
exceptionally high risk. 

The IBVSO’s believe, as we have indicated in the past, that there is ill-advised 
resistance to funding any major construction projects before the CARES process has 
been completed, and this includes correcting seismic deficiencies in VHA facilities. 
Regardless of the recommendations of the CARES program on facility realignments, 
it is our contention that VA must maintain and improve its existing facilities to sup- 
port the delivery of health-care services in a risk-free environment for veterans and 
VA employees alike. 

Most seismic correction projects should include patient-care enhancements as part 
of their total scope. Also, consideration must be given to enhanced service rec- 
ommendations provided for in CARES. Due to the lengthy and widespread disrup- 
tion to ongoing hospital operations that are associated with most seismic projects, 
it would be prudent to make qualitative medical care upgrades at the same time. 

We contend that Congress should appropriate $285 million to correct seismic defi- 
ciencies. Further, VA should schedule facility improvement projects and CARES rec- 
ommendations concurrently with seismic corrections. 

In The Independent Budget for Fiscal Year 2004, we cited the recommendations 
of the interim report of The President’s Task Foree to Improve Health-Care Delivery 
for Our Nation’s Veterans (PTF). That report was made final in May 2003. To under- 
score the importance of this issue, we will cite the recommendation of the PTF again 
this year. 
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VA’s health-care facility major and minor construction over the 1996 to 2001 pe- 
riod averaged only $246 million annually, a recapitalization rate of 0.64 percent of 
the $38.3 billion total plant replacement value. At this rate, VA will recapitalize its 
infrastructure every 165 years. When maintenance and restoration are considered 
with major construction, VA invests less than 2 percent of plant replacement value 
for its entire facility infrastructure. A minimum of 5 percent to 8 percent investment 
of plant replacement value is necessary to maintain a healthy infrastructure. If not 
improved, veterans could be receiving care in potentially unsafe, dysfunctional set- 
tings. Improvements in the delivery of health care to veterans require that VA and 
DOD adequately create, sustain, and renew physical infrastructure to ensure safe 
and functional facilities. 

It was also recommended by the PTF that “an important priority is to increase 
infrastructure funding for construction, maintenance, repair, and renewal from cur- 
rent levels. The importance of this initiative is that the physical infrastructure must 
be maintained at acceptable levels to avoid deterioration and failure.” 

The PTF also indicated that “Within VA, areas needing improvement include de- 
veloping systematic and programmatic linkage between major construction and 
other lifecycle components of maintenance and restoration. VA does not have a stra- 
tegic facility focus, but instead submits an annual top 20 facility construction list 
to Congress. Within the current statutory and business rules, VA can bring new fa- 
cilities online within 4 years. However, VA facilities are constrained by reprogram- 
ming authority, inadequate investment, and lack of a strategic capital-planning pro- 
gram.” 

The PTF believes that VA must accomplish three key objectives: 

(1) invest adequately in the necessary infrastructure to ensure safe, functional en- 
vironments for healthcare delivery; 

(2) right-size their respective infrastructures to meet projected demands for inpa- 
tient, ambulatory, mental health, and long-term care requirements; and 

(3) create abilities to respond to a rapidly changing environment using strategic 
and master planning to expedite new construction and renovation efforts. 

Additionally, it was recommended by the PTF that “an important priority is to 
increase infrastructure funding for construction, maintenance, repair, and renewal 
from current levels.” 

In a study completed in 1998, Price Waterhouse was asked to determine the 
spending level required to ensure that the Veterans Health Administration’s (VHA) 
investment in facility assets would be adequately protected against adverse deterio- 
ration and to keep the average condition of facilities at an appropriate level. Price 
Waterhouse concluded that the VHA was significantly underfunding its construction 
spending, and based on their observations across the industry, appropriate annual 
spending should be between 2 percent and 4 percent of the plant replacement value 
(PRV) on reinvestment to replace aging facilities. Price Waterhouse considered rein- 
vestment to be improvements funded from the major and minor construction appro- 
priations. PRV for the VHA is approximately $36 billion. The 2 percent-^ percent 
range would therefore equate to annual funding of $700 million to $1.4 billion. 

The VFW supports the Price Waterhouse recommendation that VA spend at least 
2 percent of the value of its buildings or $700 million annually on upkeep. Together 
with the IBVSO’s, we believe that $400 million should be appropriated in fiscal year 
2005 with continued increases in the following years until an appropriate level of 
funding, that will forestall the continued deterioration of VA properties, is achieved. 

Congress should appropriate no less than $400 million for nonrecurring mainte- 
nance in fiscal year 2005 to provide for adequate building maintenance. VA should 
direct no less than $400 million for nonrecurring maintenance in fiscal year 2005. 
VA should also make annual increments in nonrecurring maintenance in the future 
until 2 percent of the value of its buildings is budgeted and utilized for nonrecurring 
maintenance. 

Good stewardship demands that VA facility assets be protected against deteriora- 
tion and that an appropriate level of building services be maintained. Given VA’s 
construction needs, such as seismic correction, compliance with the Americans with 
Disabilities Act (ADA) and Joint Commission of Accreditation of Healthcare Organi- 
zation (JCAHO) standards, replacing aging physical plant equipment, and CARES, 
VA’s construction budget continues to be inadequate. 

In addition, it has been suggested that the VA medical system has vast quantities 
of empty space that can be cost effectively reused for medical services. It has also 
been suggested that unused space at one medical center may help address a defi- 
ciency that exists at another. Although the space inventories may be accurate, the 
basic assumption regarding viability of space reuse is not. 

Medical facility planning is a complex task because of the intricate relationships 
that must be provided between functional elements and the demanding technical re- 
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quirements of the sophisticated equipment that must be accommodated. For these 
reasons, space in medical facilities is rarely interchangeable — except at a prohibitive 
cost. Unoccupied rooms located on a hospital’s eighth floor, for example, cannot off- 
set a space deficiency in a second floor surgery because there is no functional adja- 
cency. Medical space has very critical inter- and intra-departmental adjacencies that 
must be maintained for efficient and hygienic patient care. In order to maintain 
these adjacencies, departmental expansions or relocations usually trigger extensive 
“domino” impacts on the surrounding space. These secondary impacts greatly in- 
crease construction costs and patient care disruption. 

Some permanent features of medical space, such as floor-to-floor heights, column- 
bay spacing, natural light, and structural floor loading, cannot be altered. Different 
medical functions have different technical requirements based on these permanent 
characteristics. 

Laboratory or clinical space, for example, is not interchangeable with patient 
ward space because of the need for different column spacing and perimeter configu- 
ration. Patient rooms need natural light and column locations that are compatible 
with patient room layouts. Laboratories should have long structural bays and func- 
tion best without windows. If the “shell” space is not appropriate for its purpose, 
renovation plans will be larger and more inefficient and therefore cost more. 

Using renovated space rather than new construction yields only marginal cost 
savings. Build out of a “gut” renovation to accommodate medical functions usually 
costs approximately 85 percent of the cost of similar new construction. If the renova- 
tion plan is less efficient, or the “domino” impact costs are greater, the small poten- 
tial savings are easily lost. Renovation projects often cost more and produce a less 
satisfactory result. Renovations are sometimes appropriate to achieve desirable 
functional adjacencies, but they are rarely economical. 

Early VA medical centers used flexible campus-type site plans with separate 
buildings serving different functions. Since World War II, however, most main hos- 
pitals have been consolidated into large, tall “modern” structures. Over time, these 
central medical towers have become surrounded by radiating wings and connecting 
corridors leading to secondary structures. Many current VA medical centers are 
built around prototypical “Bradley buildings.” These structures were rapidly con- 
structed in the 1940’s and 1950’s for returning World War II veterans. 

Fifty years ago, these brick facilities were easily site-adapted and inexpensive to 
build, but today they provide a very poor chassis for a modern hospital. Because 
most Bradley buildings were designed before the advent of air conditioning, for ex- 
ample, the fioor-to floor heights are very low. This makes it almost impossible to 
retrofit modern mechanical systems. The older hospital’s wings are long and narrow 
(in order to provide operable windows) and therefore provide inefficient room layouts 
by contemporary standards. The Bradley hospital’s central service core with a few 
small elevator shafts is inadequate for the vertical distribution of modern medical 
services. 

In addition, much of the currently vacant space is not situated in prime locations. 
If the space were, it would have been previously renovated or demolished to clear 
the way for new additions. Unused space is typically located in outlying buildings 
or on upper floor levels. Its permanent characteristics often make it unsuitable for 
modern medical functions. 

VA should perform a comprehensive analysis of its excess space and deal with it 
appropriately. Some of this space is located in historic structures that must be pre- 
served and protected. Some space may be appropriate for enhanced use. Some may 
be appropriate for demolition. While it is tempting to focus on unused space, it 
should not be a major determinant in CARES realignments. Each medical center 
should develop a plan to find appropriate uses for its vacant properties. 

Mr. Chairman and members of this Committee, this concludes my statement and 
I will be happy to respond to any questions you may have. 

Chairman Specter. Our final witness in this round is Mr. Rick 
Jones, National Legislative Director of AMVETS. Thank you for 
being with us, Mr. Jones, and the floor is yours. 

STATEMENT OF RICHARD JONES, NATIONAL LEGISLATIVE 
DIRECTOR, AMVETS 

Mr. Jones. Thank you, Mr. Chairman, Ranking Member 
Graham. It is an honor to be here with you today and I would like 
to note appreciation for your strong leadership and continuing sup- 
port. 
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Last year, Mr. Chairman, you played a critical role in termi- 
nating a dark-of-night proposal to make future disabled veterans 
pay the compensation of past veterans for their service-connected 
injury and we applaud you for your stand up, stand out defense of 
veterans. Thank you very much. 

Mr. Chairman, without your strong commitment. Congress may 
fall short of providing the appropriations necessary to ensure that 
burial space for millions of veterans and their eligible dependents 
will be provided. The Independent Budget Veterans Service Orga- 
nizations do work together and we work to ensure that the Na- 
tional Cemetery Administration remains a world class, quality 
service that honors veterans and recognizes their contribution to 
the security and development of our nation. 

The members of The Independent Budget recommend Congress 
provide $175 million in fiscal year 2005 for the operational require- 
ments of the National Cemetery Administration, the National 
Shrine Initiative, and the backlog of repairs. We recommend your 
support for a budget that would be consistent with NCA’s growing 
demands and in concert with the respect that is due every man and 
woman who ever wore the uniform of the Armed Service of the 
United States. This is an increase of nearly $30 million over cur- 
rent year funding. 

Funding for the State Cemetery Grants program, the members 
of The Independent Budget recommend $37 million in the new fis- 
cal year. The intent of the State Cemetery Grants program is to de- 
velop a true complement to, not a replacement of, the National 
Cemetery System and it is a vital program. It has greatly assisted 
States to increase burial service to veterans, especially those living 
in more rural areas, less densely-populated areas that are not cur- 
rently served by the National Cemetery System. For example, in 
the current year, the IBO’s anticipate fast track opening in Idaho, 
Kansas, Massachusetts, and the Tidewater area of Virginia, where 
over 200,000 veterans reside. 

The IB VSO’s also recommend a series of upgrades on a number 
of burial benefits that have eroded over time since their initiation 
in 1973. The legislative proposals are part of the fiscal year 2005 
Independent Budget and we ask for consideration of these pro- 
posals. 

Mr. Chairman, I would just note one thing. On the cover of The 
Independent Budget, you will note that in the bottom left hand cor- 
ner there is an individual in a wheelchair who has lost a leg who 
is sitting with his family. The picture above is also a picture of the 
same individual standing with his comrades prior to injury. I think 
this is important for us to note, that individuals who we expect to 
return, in full health as Priority 8 veterans may return otherwise. 
But in each case, it’s a Priority 8 veteran who needs to step for- 
ward when a fellow soldier is injured, hurt, or, unfortunately, 
killed. We don’t win our battles and we don’t have victory without 
that commitment. 

Thank you, sir, and God bless America. 

Chairman Specter. Thank you. Thank you very much, Mr. 
Jones. 

[The prepared statement of Mr. Jones follows:] 
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Prepared Statement of Richard Jones, National Legislative Director, 

AMVETS 

Mr. Chairman, Ranking Member Graham, and members of the Committee: 

AMVETS is honored to join fellow veterans service organizations at this hearing 
on the VA’s budget request for fiscal year 2005. We are pleased to provide you our 
best estimates on the resources necessary to carry out a responsible budget for the 
fiscal year 2005 programs of the Department of Veterans Affairs. AMVETS testifies 
before you today as a co-author of The Independent Budget. This is the 18th year 
AMVETS has worked with the Disabled American Veterans, the Paralyzed Veterans 
of America, and the Veterans of Foreign Wars to produce a working document that 
sets out our spending recommendations on veterans’ programs for the new fiscal 
year. Indeed, we are proud that over 30 veteran, military, and medical service orga- 
nizations endorse these recommendations. In whole, these recommendations provide 
decisionmakers with a rational, rigorous, and sound review of the budget required 
to support authorized programs for our nation’s veterans. 

In developing this document, we believe in certain guiding principles. Veterans 
must not be forced to wait for the benefits promised them. Veterans must be as- 
sured of access to high quality health care. Veterans must be guaranteed access to 
a full continuum of healthcare services, including long-term care. And, veterans 
must be assured burial in a State or national cemetery in every state. 

It is our firm belief that the mission of the VA must continue to include support 
of our military in times of emergency and war. Just as this support of our military 
is essential to national security, the focus of the VA medical system must remain 
centered on specialized care. VA’s mission to conduct medical and prosthetics re- 
search in areas of veterans’ special needs is critical to the integrity of the veterans 
healthcare system and to the advancement of American medicine. 

In addition, the budget must recognize that VA trains most of the nation’s 
healthcare workforce. The VA healthcare system is responsible for great advances 
in medical science, and these advances benefits all Americans. The Veterans Health 
Administration is the most cost-effective application of Federal healthcare dollars, 
providing benefits and services at 25 percent lower cost than other comparable med- 
ical services. In times of national emergency, VA medical services can function as 
an effective backup to the DoD and FEMA. 

Noting the mission of the VA, it is important to understand the areas where VA 
funding must be increased. The VA budget must address the pending wage in- 
creases for VA employees. It must address the continuing backlog in veterans wait- 
ing for health care and it must address, as well, VA’s benefits casework backlog. 
There are severely disabled veterans and those needing home-based healthcare in 
those backlogs, and I think we can all agree that this situation should be addressed 
and corrected. 

As we look to fiscal year 2005, we watch a live lesson about the challenges inher- 
ent to inadequate funding. Due to a lack of resources, VA took action on January 
17, 2003, to ban healthcare access to 164,000 veterans who could have enrolled last 
year. This ban remains in force, despite substantial increases in healthcare funding 
over the past 2 years. It is remarkable that after blocking entry to these so-called 
“high income” veterans, VA issued a healthcare directive (VHA Directive 2003-003, 
January 17, 2003) telling workers to send banned veterans to Community Social 
Work for assistance. 

It is hoped that recently passed provisions contained in the fiscal year 2004 appro- 
priations bill, which aim to overcome VHA Directive 2003-003, will remedy this 
breach of faith. When an individual commits to the defense of the rest of us, under- 
takes training that is inherently more dangerous than the typical civilian occupa- 
tion, and stands ready to go into harm’s way so that others need not, this country’s 
gratitude should not be demonstrated with a simple referral, however courteous and 
sincere, to the welfare line. 

Looking to the new year. The Independent Budget recommends Congress provide 
$29.8 billion to fund VA medical care for fiscal year 2005, an increase of nearly $3.1 
above fiscal year 2004. We ask Congress to recognize that the VA healthcare system 
is an excellent investment for America. It can only bring quality health care, how- 
ever, if it receives adequate funding. 

We also ask Congress to understand that there are other potential challenges re- 
garding veterans health care especially in regard to a new generation of veterans 
returning from Iraq, Afghanistan and the war on terrorism. By last year’s count, 
more than 80,000 veterans who returned from the war have sought VA health care. 
And, it is likely the demand will remain strong for the foreseeable future. To facili- 
tate their care, it is important that Congress work with the administration to accel- 
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erate the development of a seamless, transferable lifetime medical record between 
the DoD and VA. 

It is also important to clearly State that AMVETS along with its IB partners 
strongly support shifting VA healthcare funding from discretionary funding to man- 
datory. Mandatory funding would give some certainty to healthcare services. VA fa- 
cilities would not have to deal with the uncertainty of discretionary funding, which 
has proven inconsistent and inadequate. Mandatory funding would provide a com- 
prehensive solution to the current funding problem. Once healthcare funding 
matched the actual average cost of care for veterans enrolled in the system, the VA 
can fulfill its mission. 


THE NATIONAL CEMETERY ADMINISTRATION 

Before I address budget recommendations for the National Cemetery Administra- 
tion, I would like members of the Committee to know that AMVETS fully appre- 
ciates the strong leadership and continuing support demonstrated by members of 
the Senate Veterans’ Affairs Committee. AMVETS is truly grateful to those who 
serve on this important committee. Through your work, you have distinguished 
yourselves as willing to lead the country in addressing issues important to veterans 
and their families. 

Since its establishment, the National Cemetery Administration (NCA) has pro- 
vided the highest standards of service to veterans and eligible family members in 
the system’s 120 national cemeteries. 

Currently, the National Cemetery Administration maintains more than 2.6 mil- 
lion gravesites on approximately 14,000 acres of cemetery land, while providing 
nearly 90,000 interments annually. 

VA is scheduled to open new cemeteries in Atlanta, GA; Oklahoma City, OK; 
Pittsburgh, PA; Detroit, MI; Miami, FL; and Sacramento, CA. Also under legislation 
passed last year (P.L. 108-109), VA is directed to design and construct cemeteries 
at six new national locations in Philadelphia, Pennsylvania; Birmingham, Alabama; 
Jacksonville, Florida; Bakersfield, California; Greenville, South Carolina; and Sara- 
sota County, Florida. 

The strong effort to build new cemeteries recognizes the dramatic increases in the 
interment rate of veterans. NCA requires increases in funding if it is to carry out 
its statutory mandates. Without the firm commitment of Congress and its author- 
izing and appropriations committees, VA would likely fall short of burial space for 
millions of veterans and their eligible dependents. 

The members of The Independent Budget urge Congress and the administration 
to significantly boost NCA resources for fiscal year 2006. It should be recognized 
that not only is the interment rate increasing and the construction of new facilities 
accelerating, but also there are repair and upgrades needed. The Study on Improve- 
ments to Veterans Cemeteries, a comprehensive report submitted in 2002 by VA to 
Congress on conditions at each cemetery, identified nearly $300 million in over 900 
projects for gravesite renovation, repair, upgrade, and maintenance. 

As any public facilities manager knows, failure to correct identified deficiencies 
in a timely fashion results in continued, often more rapid, deterioration of facilities 
and increasing costs related to necessary repair. The IBVSO’s agree with this as- 
sessment and believe that Congress needs to carefully consider this report to ad- 
dress the condition of NCA cemeteries and ensure they remain respectful settings 
for deceased veterans and visitors. We recommend that Congress and VA work to- 
gether to establish a timeline for funding these projects based on the severity of the 
problems. 

Volume 3 of the Study describes veterans cemeteries as national shrines saying 
that one of the most important elements of veterans cemeteries is honoring the 
memory of America’s brave men and women who served in the Armed Forces. “The 
commitment of the nation,” the report says, “as expressed by law, is to create and 
maintain national shrines, transcending the provisions of benefits to the individual 
even long after the visits of families and loved ones.” 

Indeed, Congress formally recognized veterans cemeteries as national shrines in 
1973 stating, “All national and other veterans cemeteries” shall be considered na- 
tional shrines as a tribute to our gallant dead.” (P.L. 93-43) Moreover, many of the 
individual cemeteries within the system are steeped in history and the monuments, 
markers, grounds and related memorial tributes represent the very foundation of 
these United States. With this understanding, the grounds, including monuments 
and individual sites of interment, represent a national treasure that deserves to be 
protected and nurtured. 

Unfortunately, despite NCA continued high standards of service and despite a 
true need to protect and nurture this national treasure, the system has and con- 



192 


tinues to be seriously challenged. The current and future needs of NCA require con- 
tinued adequate funding to ensure that NCA remains a world-class, quality oper- 
ation to honor veterans and recognize their contribution and service to the Nation. 

The members of The Independent Budget recommend that Congress provide $175 
million in fiscal year 2005 for the operational requirements of NCA, the national 
Shrine initiative, and the backlog of repairs. We recommend your support for a 
budget consistent with NCA’s growing demands and in concert with the respect due 
every man and woman who wears the uniform of the United States Armed Forces. 
This is an increase of nearly $30 million over current year funding. 

Clearly, the aging veteran population has created great demands on NCA oper- 
ations. Nearly 655,000 veterans deaths are estimated in 2005 with the death rate 
peaking at 690,000 in 2009; of these, it is expected that 109,000 will seek burial 
in a national cemetery. As veteran deaths accelerate, it is obvious the demand for 
veterans’ burial benefits will increase. 

THE STATE CEMETERY GRANTS PROGRAM 

For funding the State Cemetery Grants Program, the members of The Inde- 
pendent Budget recommend $37 million for the new fiscal year. The intent of the 
State Cemetery Grants Program is to develop a true complement to, not a replace- 
ment for, our Federal system of national cemeteries. 

With enactment of the Veterans Programs Enhancement Act of 1998, the NCA 
has been able to strengthen its partnership with States and increase burial service 
to veterans; especially those living in less densely populated areas not currently 
served by a national cemetery. 

During fiscal year 2004, the IBVSO’s anticipate fast-track openings at new ceme- 
teries under construction — Boise, Idaho (the last State in the United States without 
a veterans cemetery); Wakeeny, Kansas (300 miles east of Denver and west of Kan- 
sas City, serving rural areas in western Kansas); Winchendon, Massachusetts (serv- 
ing the densely populated northern part of the State); and Suffolk, Virginia (serving 
200,000 veterans in the Tidewater area). 

To augment support for veterans who desire burial in State facilities, members 
of The Independent Budget support increasing the plot allowance to $725 from the 
current level of $300. The plot allowance now covers less than 6 percent of funeral 
costs. Increasing the burial benefit to $725 would make the amount nearly propor- 
tional to the benefit paid in 1973. In addition, we firmly believe the plot allowance 
should be extended to all veterans who are eligible for burial in a national cemetery 
not solely those who served in wartime. 

The Independent Budget veterans service organizations (IBVSO’s) also request 
Congress review a series of burial benefits that have seriously eroded in value over 
the years. While these benefits were never intended to cover the full costs of burial, 
they now pay for only a fraction of what they covered in 1973, when they were initi- 
ated. 

The IBVSO’s recommend an increase in the service-connected benefits from 
$2,000 to $4,000. Prior to action in the last Congress, increasing the amount to 
$2,000, the benefit had been untouched since 1988. The request would restore the 
allowance to its original proportion of burial expense. 

The IBVSO’s recommend increasing the nonservice-connected benefit from $300 to 
$1,225, bringing it back up to its original 22 percent coverage of funeral costs. This 
benefit was last adjusted in 1978, and today covers just 6 percent of burial expenses. 

The IBVSO’s also recommend that Congress enact legislation to index these burial 
benefits for inflation to avoid their future erosion. 

Mr. Chairman, this concludes my statement. I thank you again for the privilege 
to present our views, and I would be pleased to answer any questions you might 
have. 

Chairman Specter. I would like to ask just a few questions at 
the moment. I would like each of you to comment on the proposals 
for mandatory funding. That has been a subject under discussion 
for a considerable period of time which would avoid the discre- 
tionary consideration each year, but the other side of it is it might 
not produce the kind of analysis and thoughtful examination de- 
pending upon the circumstances. 

I would just like you to go down the row and tell me if you would 
like to see mandatory funding. 
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Mr. Gaytan. Thank you for the question, first off. The American 
Legion fully supports mandatory funding and it is going to be key 
for the equation that reaches the amount needed for VA health 
care to be adequate. The equation that is used must ensure that 
the cost for each veteran is an adequate cost when determining ex- 
actly what the overall funding for VA would be under a mandatory 
funding mechanism. 

Chairman Specter. Mr. Fuller, before you respond. Senator 
Graham would like to make a brief comment. 

Senator Graham. I apologize that I am going to have to leave for 
another 5 o’clock appointment, but I want to thank each of you for 
your contribution not only today, but with the excellent inde- 
pendent analysis that you have given to the VA’s budget. That is 
very helpful to all the Members of the Congress and I thank you 
for that and appreciate your very helpful responses to the questions 
that I ask. Thank you very much. 

Chairman Specter. Thank you. Senator. Thank you very much. 
Senator Graham. 

Mr. Fuller, what do you think about mandatory funding? 

Mr. Fuller. Paralyzed Veterans of America fully supports the 
concept of mandatory funding. We have become increasingly frus- 
trated year after year after year when it is a constant battle, the 
budget fight that goes on. You hardly get one appropriation taken 
care of and you are already battling for the next year’s budget re- 
quest. We think that it is not only the question of how much you 
get, as I said in my statement, but when you get it. In the past 
2 years alone, VA has 

Chairman Specter. Mr. Surratt, your view? 

Mr. Surratt. The DAV is one of the nine organizations, I be- 
lieve, that is in the coalition supporting mandatory funding. We 
have a problem. We know what that problem is. We have a solu- 
tion. There have been questions raised about whether a mandatory 
formula and the law would be flexible enough, but we project fund- 
ing for discretionary appropriations and I believe that Congress can 
come up with a formula that makes necessary adjustments by mak- 
ing funding mandatory in law. 

Chairman Specter. Mr. Hayden. 

Mr. Hayden. VFW fully supports mandatory funding, sir. 

Chairman Specter. Mr. Jones, do you dissent? 

Mr. Jones. No, sir. No, sir. 

Chairman Specter. On the issue of copays or entrance fees, is 
there any level that there would be any support for the VA pro- 
posals and their ways sprinkled all through the VA budget to try 
to raise some revenues, any means testing at all which would be 
acceptable to the veterans’ organizations? 

Mr. Jones. 

Mr. Jones. We have a means test, sir. The interesting thing is 
that these user fees seem more intended to drive veterans away. 
VA projections last year on user fees suggested up to 1.2 million 
veterans who were currently enrolled would not re-enroll if they 
had to pay a user fee. The current projections with this smaller 
user fee is that over 300,000 veterans would not return and 
200,000 would have trouble returning. That is about a half-a-mil- 
lion. 
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Chairman Specter. So you are opposed to all the user fees? 

Mr. Jones. I think the user fees are intended to go about it in 
the wrong way, sir. Yes, we are opposed. 

Chairman Specter. Mr. Hayden. 

Mr. Hayden. The VFW is opposed to user fees, as well, sir. 

Chairman Specter. Mr. Surratt. 

Mr. Surratt. The DAV is opposed to user fees. 

Chairman Specter. Mr. Fuller. 

Mr. Fuller. The PVA is opposed to user fees. 

Mr. Gaytan. The American Legion is, as well. 

Chairman Specter. Mr. Gaytan, it is up to you. 

Mr. Gaytan. Yes, sir. We oppose it, as well. 

Chairman Specter. The final question, and the hour is growing 
late and you have been very patient, the VA customer performance 
satisfaction rating remains low at 55 percent, despite stated in- 
creases in performance. First of all, do you think that there have 
been increases or improvement in performance? Does anybody 
think that is so in the VA? 

Mr. Gaytan. Sir, if you are mentioning performance as quality 
of care, yes, the American Legion recognizes the improvement in 
quality of care over the past 20 years. But as I stated earlier 

Chairman Specter. How would you account, Mr. Gaytan, for the 
fact that the customer satisfaction remains low at 55 percent? 

Mr. Gaytan. I think it would be due to wait times. Wait times 
for care 

Chairman Specter. Wait times? 

Mr. Gaytan. Yes, sir. Not only the extended wait times for 
months to get into the facility, but those wait times within the 
waiting rooms themselves. As I stated earlier, the American Legion 
has put together the System Worth Saving Task Force and we are 
out there visiting these facilities. Just this past week, we visited 
six different facilities in three different States and we are accruing 
that information. We are going to present that again to you this 
year, sir. 

Chairman Specter. Does anybody else care to comment on that 
question? 

Mr. Jones. 

Mr. Jones. Well, it is an anomaly. It is hard to figure out, be- 
cause what we hear is that once you are in, veterans are very 
pleased with the care. Fifty-five percent expression of performance 
and quality, that is interesting. I had not seen that. I thought that 
the performance and quality was way up and those who were in 
the system were well pleased with the care they received. 

Chairman Specter. Mr. Fuller, what do you think? 

Mr. Fuller. I think that we have a double-edged sword here. 
What we have always heard is that once you got into the VA, you 
said this was the greatest thing since sliced bread and I really love 
the VA. I am really surprised to see those figures. I would have as- 
sumed that they would have been higher, as well. I would be very 
interested in seeing a copy of that and also seeing if the committee 
staff could follow up on that for us in being able to find out from 
the VA what is going on here, because that is really rather aston- 
ishing. 

Chairman Specter. Mr. Surratt. 
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Mr. Surratt. I really don’t have anything to add to that, Mr. 
Chairman. Our impression has heen that veterans appreciate the 
care they get and think it is very good. 

Chairman Specter. Mr. Hayden. 

Mr. Hayden. I agree with my colleagues at the table. 

Chairman Specter. The hearing ran a lot longer than we would 
ordinarily expect. You had eight Senators here today. That con- 
stituted a quorum. We haven’t had a — I can’t recall when we had 
a quorum with this hearing before, but I think that attests to the 
tremendous interest that the United States, this committee, and 
the whole Senate and the whole Congress have about veterans’ 
issues. 

We are looking at a very, very difficult budget. There is no doubt 
about the need for more homeland security and there has been a 
9.7 percent increase there, more for national defense, 7 percent 
without even accounting for Iraq and Afghanistan, which is later, 
and the discretionaries are overall less than a half-a-percent. So 
the Veterans Administration did better than most. 

But we will take a very, very close look at it, and I was pleased, 
as I said, to see Secretary Principi very candidly tell the House 
that they thought they ought to have more money, $1.2 billion, and 
we admire the work that your service organizations are giving. We 
are going to submit detailed questions and we will take into ac- 
count your full statements and staff will be in touch with you fur- 
ther. Thank you for providing some bedtime reading. 

[Laughter.] 

Chairman Specter. One very short story. When I was one of the 
younger stories — and I say younger because I am still a young law- 
yer — for the Warren Commission staff, we had to produce 400 
pages every Friday for Earl Warren because he was an insomniac 
and he couldn’t fall asleep unless he had more to read than he 
could possibly read. So our assignment — this is a serious point, not 
the only serious point today but a serious point — we had to provide 
400 pages for Warren every Friday. So thank you for providing 
some pages for me. 

[Laughter.] 

Mr. Surratt. Mr. Chairman, we are disappointed to learn that 
the independent budget is a cure for insomnia. 

[Laughter.] 

Chairman Specter. Thank you all. The hearing is adjourned. 

[Whereupon, at 5:08 p.m., the committee was adjourned.] 
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